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15th Annual Conference 


: HE charge has been made 
that we are making machines 
out of men in our factories. 
However, while the tasks are becom- 
ing more monotonous, the results of 
research are being applied to making 
working conditions more healthful 
and pleasant,” said Joseph W. Barker, 
Dean of the School of Engineering at 
Columbia University, in opening the 
isth Annual Conference of the Per- 


sonnel Research Federation recently 
held in New York. 


Personnel Subjects 
OME 475 delegates, fifty per cent 


of whom were members of the 
Federation, were in attendance during 
the three day discussions which em- 
braced every important feature that 
titers into the work of personnel ex- 
eutives. 
Subjects covered and attendance at 
sions were: 
Social Security............eeeeeee: 


Pensions and Annuities............. 


Collective Bargaining............... 200 
Unemployment Insurance........... 150 
I hadkpnnedsscdcnvvinenes 150 
Job and Salary Classification........ 150 
Labor Union Agreements. .......... 100 
Office Personnel Methods.. ........ 100 
Medical and Mental Factors ....... 75 
Government Personnel............. 75 
Physical Conditions of Work........ 50 


(Papers presented at most of the ses- 
sions are included in this issue of the 
Personnel Journal.) 


Social Security 


HE Federal social security pro- 

gram was characterized as “a 
test of public confidence in govern- 
ment administration” Sam A. Lewi- 
sohn, financier and member of the 
advisory council on Federal social se- 
curity legislation, referred to this as- 
pect in presenting Glenn A. Bowers, 
director of the Division of Unemploy- 
ment Insurance, to the delegates at 
luncheon. 
- Declaring that he was not “one of 
those who believe it is possible for any 
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group of men to direct great move- 
ments of trade,” Mr. Lewisohn added 
that “there is one type of government 
administration that should be pos- 
sible—namely, the working out of 
such a plan as is embodied in the So- 
cial Security Act.” 

“It will be the acid test of our pub- 
lic confidence. Upon its success or 
failure, the effectiveness or ineffec- 
tiveness of this great effort, depends 
the confidence of great masses of 
citizens throughout the United States 
in governmental activities.” 


Coordination Effected 
R. BOWERS in describing 


the organization being set up 
for the administration of the New 
York State law said, 

“The combination of employment 
service and unemployment insurance 
in New York State is perhaps the 
most significant by-product of the new 
legislation. Without such co-ordina- 
tion of services no State can in our 
judgment effectively operate an un- 
employment insurance program. 
The incorporation of the employment 
service with unemployment insurance 
work should elevate the employment 
service to a position which it has long 
deserved but which it has not achieved 
in any State. Placement can no 
longer be looked upon as a voluntary, 
incidental public service. Properly 


administered public employment of- 
fices, in connection with unemploy- 
ment insurance, will in due course 
become a source to which employers 
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and employes will turn naturally for 
their placement needs.” 

He also informed delegates that 
amendments to the New York State 
social security law will probably be 
adopted by the State Legislature, 
which will give an additional year for 
preparatory work in setting up the 
administrative organization of unem. 
ployment insurance. “Such an ex. 
tension of time will give employers an 
opportunity to adjust their own pay 
roll records simultaneously to meet 
the requirements of the old age benefit 
section of the Federal law and of the 
State law for unemployment insur. 
ance. Actually the filing of data by 
employers was called for by the end 
of next month.” 


Augment Federal Pensions 


HE informal session to discuss 

technical aspects of old age pen- 
sions legislation and its effect on exist- 
ing and contemplated company per- 
sion plans was presided over by J. 
Douglas Brown, Director, Industrial 
Relations Section, Princeton Unt 
versity. 

Mr. J. W. Myers described the new 
flexible employee thrift plan which 
was inaugurated by the Standard Oil 
Company of New Jersey on January 
Ist, 1936. (Copies of the Plan may 
had by writing to Administrative Com- 
mittee, Employees Thrift Plan, 30 
Rockefeller Plaza, New York.) 


W. R. Williamson, an actuary of 


Travelers’ Insurance Co., another 
speaker, declared any employer who 
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accepts the Social Security plan will 
“note its inadequacy as an implement 
for retirement of his present aged em- 
ployes and later on for all the higher 
salaried men.” 

As alternative methods to augment 
the Social Security plan, he suggested 
the purchase of immediate annuities 
on pensioners, purchases of individual 
deferred annuities, provision by salary 
allotment of individual contracts to 
be purchased by the employes looking 
towards adequate income, purchase 
or modification in group annuities, 
and establishment of trusted plans. 

(The discussion of Mr. C. P. Coch- 
rane, Eastman Kodak Company, is 
printed in this issue of the Personnel 
Journal.) 


Collective Bargaining 


HE session on collective bar- 

gaining, presided over by Mr. 
W. H. Winans, was opened with a 
paper by Prof. Leo Wolman of Colum- 
bia University, former chairman of 
the now defunct Automobile Labor 
Board. Dr. Wolman presented statis- 
tics showing the results of the union 
elections sponsored by the different 
labor boards in the various industries. 
The elections were held to determine 
the sentiment of the employee groups 
toward organization. 

The distinction between lawful and 
unlawful strikes and the use of the 
strike Weapon as an instrument of in- 
dustrial warfare were analysed by 
Walter Gordon Merritt, attorney, of 
40 Wall Street. 
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Mr. Merritt took issue with both 
national and State anti-injunction 
legislation which, he declared, sought 
to invalidate collective bargaining 
agreements between employees and 
employers, and thus nullify whatever 
benefits might arise from such agree- 
ments. 

Mrs. Elinore Herrick, of the New 
York State Labor Relations Board, 
urged members of the federation to 
co-operate with her in controversies in 
which the board may be of assistance. 

C. R. Dooley, Industrial Relations 
Director of the Socony Vacuum Oil 
Co., reported his company had found 
labor disputes “could better be ad- 
justed through informal discussions” 
than through outside agencies. 

(Leo Wolman’s paper is printed in 
this issue of the Personnel Journal.) 


Labor Agreements 


HE session on Labor Agree- 

ments was presided over by Lind- 
say Rogers, Columbia University Law 
Professor. 

Herbert A. Enochs, chief of per- 
sonnel of the Pennsylvania Railroad 
listed as conditions desired by the 
average employee, the following: 

“Security of employment, steady 
work, reasonably satisfactory working 
conditions and surroundings, including 
just discipline and considerate at- 
titude on the part of immediate super- 
vision; rate of pay reasonably com- 
mensurate with required mental and 
physical effort, responsibility and out- 
put and a reasonably effective voice 
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in determining wages and working 
conditions, with full and free oppor- 
tunity to present grievances. 


(For a fullreport of Mr. Enoch’s pre- 
sentation see this issue of the Personnel 
Journal.) 


Professor Sumner H. Slichter, of the 
Harvard School of Business Adminis- 
tration, advocated signed contracts 
between employer and employee in 
every line of activity where it is prac- 
ticable. 

Mr. William Collins spoke as the 
representative of Mr. William Green, 
President, American Federation of 
Labor, who is and has been for many 
years, a member of the Personnel Re- 
search Federation. 


State J 0b Insurance Acts 


R. BEARDSLEY RUML, 
D Treasurer, R. H. Macy & Co. 
presided over the discussions of Un- 
employment Insurance. Mr. Royal 
Parkinson of the American Optical 
Company outlined the principles 
which should determine the design 
of state legislation on this subject. 
Professor Herman Feldman of the 
Amos Tuck School of Business Ad- 
ministration, Dartmouth College had 
prepared a paper on administration of 
State laws but was unavoidably pre- 
vented from attending. 

(For Mr. Parkinson’s and Professor 
Feldman’s papers see this issue of the 
Personnel Journal.) 
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Profit for Foremen? 


HE subject of supervision dis 

cussed by Glenn Gardiner, 
Forstman Woolen Co., and Charles 
Reitell under the chairmanship of Mr. 
A. Dittmar, Lehn & Finke, broughtout 
fundamental aspects of personnel or. 
ganization, which are rarely men. 
tioned. 

“A feeling of proprietorship” de. 
velops when a foreman acts as a man. 
ager, and “operates his section just as 
if it were his own little individual bus. 
ness,” and is given a “share inin. 
creased savings.” This is the best 
way of building large organizations to 
operate on economical and profitable 
lines, according to Mr. Reitell. He 
contrasted organizations built this 
way, with those in which the boss 
gives the orders and everyone below 
has an alibi for not carrying them out. 

Mr. Gardiner whose paper will ap- 
pear in the next issue of the PERsov- 
NEL JOURNAL adopted the viewpoint 
that the foreman is influenced by the 
morale of the company for which he 
works. As that morale is determined 
by the points of view of top execu- 
tives, schemes for training foremen to 
be considerate to workers, to “lead” 
rather than “boss,” etc., are useless 
unless the company heads work that 
way. In other words he held that 
often the first step in training the 
supervisor is to train the boss. 

Discussion of these papers brought 
out that, if Mr. Gardiner’s thesis 18 
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correct, that the foreman follows the 
lead of the boss, and if the boss is 
dominated by the profit motive, then 
the sound thing to do is to have the 
foreman working for profit or bonus 
as advocated by Mr. Reitell. 

But there was emphatic protest, in 
the meeting, against motivating the 
foreman in this way, and a feeling 
that, in the long run, personnel men 
would serve the best interests of their 
employers if they educated their 
employers. 


Job Analyses 
O INCREASE “harmony and 


understanding between manage- 
ment and its salaried employees” the 
Westinghouse Electric Manufactur- 
ing Company has analysed the jobs of 
every worker from President to Office 
Boy. Each employee described his 
own work in his own words. “‘Presi- 
dent and Office Boy sat down each 
with the same form before him and the 
same instructions to guide him.” 
Salaries were then studied so that each 
worker should receive pay according 
to the responsibilities of his job. 
Complaints of unfairness in pay rates 
have been eliminated, because now 
there is equal pay for equal jobs. Mr. 
E. B. Roberts of the Westinghouse 
Company, Pittsburgh, in the session 
on Job and Salary Classification de- 
scribed in detail how the Westing- 
house Company accomplished this 
major personnel job. 
Mr. Eric A. Nicol, of the Philadel- 
phia Gas Works, described how a 
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similar plan was worked out in his 
Company, and the trials and tribula- 
tions caused when a revision was 
worked out with employee repre- 
sentations. 

(Mr. Nicol’s paper is published in 
part in this issue of the Personnel 
Journal.) 


Office Personnel 


HE session on Office Personnel 

Administration under the Chair- 
manship of Mr. J. W. Reidell, Presi- 
dent, New York Chapter, National 
Office Management Association, was 
given over to the presentations of four 
speakers. 

Professor D. B. Porter showed a 
two reel movie illustrating the pos- 
sibilities of improving training, lay- 
out, and equipment in posting, filing, 
and sorting in offices. 

Mr. L. J. O’Rourke described how 
office supervision was improved 
through monthly supervisor’s con- 
ferences using the case method of dis- 
cussing actual working problems with 
which supervisors were faced. 

Mr. T. O. Armstrong explained how 
the Westinghouse Company tested 
employees to find their strong points, 
encouraged them to prepare them- 
selves for promotion through attend- 
ing night school, and then promoted 
and transferred them so that their 
abilities were used to the full. 

Mr. F. L. Rowland advocated and 
described periodic operating audits of 
offices as bases for sound personnel 
work. 
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(The papers of Messrs. Rowland and 
Armstrong are published in this issue 
of the Personnel Journal.) 


No More Professional 
Politicians 


HE professional municipal ex- 

ecutive, chosen purely on the 
basis of his fitness for the job, as op- 
posed to the official elected by politics, 
was advocated by Richard S. Childs, 
a leader in the city manager move- 
ment, president of the City Club and 
member of the New York City 
Charter Commission. 

Recalling that there are now 400 
city managers in the United States, 
Mr. Childs urged that city executives 
should be trained for their jobs so that 
their service is not limited to one city 
alone, but may be used by any 
municipality. 

The training of municipal officers 
who are transferable from place to 
place should be encouraged, he con- 
tinued, asserting that he knows of 
several hundred cases of transfer of 
city managers from city to city. One 
city manager, he said, has had a city 
manager career of 20 years, having 
had several promotions during this 
period, “‘always to a larger city and at 
a larger salary,” and always on the 
basis of his record. 

“Cities look abroad for city man- 
agers in more than half of the nation. 
The average tenure of the city man- 
ager’s post is now greater than the 
tenure of elective mayors in the cities 
which have the old-fashioned form of 
government.” 


PERSONNEL JOURNAL 


Mr. Childs saw a “steadily improv. 
ing picture” before the country, anj 
envisaged the steady growth of publ 
service that “will be a_ protectin 
bailiwick for competent minds anj 
where the rewards of good service wil 
be promotior for merit and a steady 
opportunity improving career.” 

Mr. Childs was speaking at th 
luncheon session on Better Govem. 
mental Personnel. Mr. Edmund £ 
Day, Director of Social Science 
Rockefeller Foundation, who presided 
at the meeting, emphasized the im 
portance to business and industry o 
having competent public servant 
whether business man believed ther 
should be few or many such. 

Joseph D. McGoldrick, former Con. 
troller of New York City, gave a 


interesting, witty, and at times bit 


ingly sarcastic informal talk on his 
experiences at City Hall. 


Late Snacks O. K. 


LIPPING from the Syracus 
Post Standard: 

That little snack before snoozing 
was termed “O. K.” today by Prot 
Howard W. Haggard of Yale um 
versity’s applied physiology depart 
ment, “‘if it isn’t just those leftovens 
clogging up the icebox.” 

Advocating that Americans hart 
five or six light meals a day instead@ 
three heavy ones, Haggard said: 

‘Americans don’t eat often enough 
They should eat five or six meals dail 
instead of two or three. 

Haggard said the reason perso 
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had indigestion from eating before 
bedtime was because they ate “any 
old thing.” 
“Don’t rob the ice box,” he warned. 
“Most people consume cold lobster, 


cheese or sardines and wonder why 


they have stomach aches. Eat what 
you ordinarily do for breakfast and 
it’s O. K.” 

Haggard, who has written best 
seller scientific works in the layman’s 
language, suggested “warm milk and 
cereals” for the bedtime snack. 

He addressed the 15th annual con- 
vention of the Personnel Research 
Federation on “Medical Mental 
Factors.” 

Tests by the department of applied 
physiology showed, Haggard said, 
that workers were more efficient for 
the first three hours after meals. 

“Accidents and spoilage were lower 
when we fed them more than three 
meals a day,” he added. 

Haggard characterized as ‘‘bun- 
kum” a theory the stomach needs a 
rest. 

This is an interesting example of 
how personnel research is prepared for 
public consumption. 

Mr. C. S. Ching, U. S. Rubber Co. 
presided over the session at which 
Drs. Haggard, Hersey, and Schoen- 
ber described medical and mental 
factors influencing workers. 

(Papers of Drs. Hersey and Schoen- 
ber are published in this issue of the 
Personnel Journal.) 
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Health and Efficiency 


R. MATTHEW LUCKIESH 
discussed Light, Mr. W. J. 
Hodge, Noise, and Dr. W. J. McCon- 
nell, Air Conditioning, at the session 
on Physical Conditions of Work, pre- 
sided over by Dean Joseph W. Barker. 
Mechanical aids introduced in busi- 
ness offices to increase workers’ effi- 
ciency have, paradoxically, produced 
a by-product—noise—impairing not 
only their efficiency, but general 
health, members were told by Walter 
J. Hodge, Johns-Manville acoustical 
expert. 

“Gradually we have created a bed- 
lam of noise through increased use of 
business machinery, until today the 
average office worker spends eight 
hours daily amid a roar as offensive 
and loud as that to be found on a 
noisy city corner,” said Mr. Hodge. 
“It is just now that business is dis- 
covering how effective sound control 
can reduce this clamor, returning in- 
creased dividends through improved 
general health and efficiency of the 
workers.” 

Mr. Hodge quotéd tests that 
showed efficiency of experienced 
workers in the shuttle room of a tex- 
tile mill increased eight per cent when 
sound control was applied; typists did 
Ig per cent more work under quiet 
conditions; a telegraph company 
quieted its offices in one city, reduced 
errors by 423 per cent, and the cost of 
each message by three per cent. 
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In modern times, noise has in- 
creased in streets and offices, and 
with this increase, there has been a 
corresponding rise in irritability and 
impairment of nerves and digestion, 
said Mr. Hodge,—adding that a re- 
duction of the noise level of New 
York, in streets and offices, would do 
a great deal toward improving 
grouchy dispositions. 

“Sound control is an important and 
necessary science,” Mr. Hodge said. 
“Tt is by no means accidental that 
each of us seeks a quiet place to work, 
eat or play. With the advance of 
sound control it is now possible to 
make almost any spot a quieter one.” 

(Dr. McConnell’s paper is published 
in this issue of the Personnel 
Journal.) 

(Dr. Luckiesh’s researches are de- 
scribed in the Fournal of the Franklin 
Institute, October, 1935.) 


The Black Cat 
ISCUSSIONS' were not 


tirely devoid of humor. 
quote Mr. Sam H. Lewisohn: 
“The attitude of some of those who 
have taken an active part in pressing 
for social insurance, toward others 
who are just as earnest as they are, 
reminds me of a little episode that 


en- 


We 
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took place during a visit that I made 
to the little fishing village of St. Ives 
in Cornwall. I had occasion to talk 
to some of the simple fisher folk there 
and I noted that the fisherwoman 
with whom I was talking had a black 
cat. 

I said, “That is a very nice cat, is 
it not? 

She replied, “Yes, that is a very 
nice cat. I had a much nicer one, 
but a neighbor of mine killed her, 

But I forgave her freely for I had 


been accepted by the Lord long before 


she was. 

I went down on my knees and 
prayed to the Almighty God that HE 
might strike her dead. I forgave her 
freely.” 





So that members might have the 
full proceedings of the 15th An- 
nual Conference of the Personnel 
Research Federation bound to- 
gether and receive them as 
promptly as possible, this issue 
of the PERSONNEL JOURNAL 
combines the January and Febru- 
ary issues. 


This arrangement also has facili- 
tated advancing publication date 
to the first day of each month of 
issue. The next number will be 
for March and will be issued 
March 1, 1936. 
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Mr. Cochrane Concludes that, in 
Spite of All the Difficulties, Private 
Annuity Plans Should Be Contin- 
ued, Where It Is at all Possible. 


Changes Necessary 77 
Company Pension Plans 


NYONE who has given con- 
A sideration to the Social Se- 
curity Act and its provisions 
for old age annuities will readily 
appreciate the complexities, both in 
the law itself and in its general effects. 
The problem of visualizing its rami- 
fications is difficult enough even if it 
be assumed that it will remain fixed. 
The usual history of legislation in new 
fields is, however, that frequent and 
sometimes drastic amendments are 
enacted and it is fairly safe to assume 
that this law will be no exception. 

It would be taking much for 
granted therefore to make many posi- 
tive statements at this stage, but it is 
my purpose to point out some of the 
factors which should have considera- 


tion because of their bearing on the 
situation. 


By C. P. CocHraneE 
Industrial Relations Department, 
Eastman Kodak Company 


The first problem to be determined 
by an organization already having a 
retirement plan is that of deciding 
what changes it may be necessary to 
make as a result of the federal legis- 
lation. 

Two alternatives present them- 
selves: Either (1) to abandon the 
existing company plan entirely and 
allow its place to be taken by the 
federal plan or (2) to continue the 
operation of the company plan in 
some modified form. 


REASONS FOR COMPANY PLAN 


In considering the question of the 
possible abandonment of a plan it 
may be well to state briefly some of 
the reasons for the establishment of 
an adequate annuity plan and the 
limitations of the federal annuity plan. 
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In the first place it is a mistaken 
industrial relations and public rela- 
tions policy, especially under present 
conditions to dispense with the serv- 
ices of older employees without some 
reasonably adequate financial pro- 
vision. Modern management and 
supervision is very reluctant to do 
this. The alternative, in the absence 
of an annuity plan is that such indi- 
viduals must be kept on a job of some 
kind that they can do. This meansa 
hidden payroll cost which may be as 
great as the cost of an annuity. It 
tends to close lines of promotion and 
has an unfavorable effect on the 
morale of younger people in the or- 
ganization. It also fills jobs that 
might otherwise be available for 
those who may be called “pre-retire- 
ment cases,” i.e. individuals who may 
be chronologically younger in years 
but may be handicapped by physical 
impairments. 

In the second place there can be no 
question in the minds of anyone deal- 
ing with employees as to the tremen- 
dous interest they have in the question 
of what will happen to the company 
plan and how it will affect them. 
So any organization must very defi- 
nitely consider the effect of its deci- 
sion on employees. 

For this reason it is very question- 
able whether it is wise to abandon a 
private plan on account of legislation 
where the net result is a smaller benefit 
to the employee and a possible less cost 
to the company. It is difficult to 
explain such action to the employees 
and in the majority of instances 
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employees will blame the company 
and not the legislation. 

On the other hand the continuance 
of a private plan on a reasonably lib. 
eral basis affords an unusual oppor. 
tunity to build further employee 
goodwill, especially if the whole tay 
situation is properly explained ty 
employees. This opportunity should 
not be neglected and in coming toa 
determination it is most important to 
keep in mind the importance of sound 
employee relationships as a funda. 
mental factor. 


LIMITATIONS OF FEDERAL PLAN 


Thirdly, we must consider certain 
limitations of the federal annuity 


plan: 


(1) No annuities are payable before 1942. 

(2) There is no coverage for individuals 
reaching age 65 before 1942. 

(3) There is no provision for annuites 
before age 65 for either men or 
women. 

(4) The maximum annuity is $85.00 per 
month and is not reached for many 
years. This is of particular impor 
tance with reference to retirement 
provisions for the supervisory forces. 

(5) Especially for the period of the first 
twenty years of operation the benefits 
provided under the federal act will 
be comparatively low, though in 
later years they will be more sub 
stantial. For example an employee 
earning $100.00 per month would 
receive the following amounts of 
federal annuities: after 


per month 
Five years participation......... $17.50 
Ten years participation.......... 22.50 
Fifteen years participation....... 27.50 
Twenty years participation. ..... 32.50 
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A supervisor earning $3,000.00 or more 
per year would receive after 


per month 
Five years participation......... $25.00 
Ten years participation.......... 37-50 
Fifteen years participation....... 50.00 
Twenty years participation...... 56.26 


It should not be inferred from my 
comments in this respect that I advo- 
cate any increase in the scale of 
federal benefits. It seems to me in 
general, that legislative provisions 
should be considered as a minimum to 
be supplemented as far as possible by 
employers. The point of the matter 
is that operation under the Federal 
plan exclusively will not provide ade- 
quate amounts during the early years 
and to this extent the pension prob- 
lem of the individual company will 
fail of solution especially during the 
early period of the federal plan. The 
effectiveness of any annuity arrange- 
ment is directly proportioned to its 
flexibility and liberality of provisions 
and an inadequate plan will not ac- 
complish the desired results. In later 
years the federal plan will be more 
nearly adequate for the lower wage 
groups but it will still leave a problem 
in connection with retirement of the 
supervisory forces. 


ADVOCATES CONTINUANCE OF COM- 
PANY PLANS 


However, sometimes legislation 
may be of a nature to admit of no 
alternative to abandonment of the 
individual company plan. The Ko- 
dak Company was faced with this 
situation in connection with the New 


COMPANY PENSION PLANS 





239 


York Unemployment Insurance Law 
and its own unemployment benefit 
plan, although in this case the man- 
agement and the managements of 
other Rochester companies partici- 
pating have decided to keep their own 
plan in effect until benefits become 
payable under the law in 1938 (pro- 
vided existing reserves last). 

I also realize that in considering the 
company cost it is necessary to take 
into account not merely the tax for 
annuities, but the tax for unemploy- 
ment benefits and other purposes as 
well, and there may be cases where 
any continuance of a private annuity 
plan, plus the other taxes may be 
more than an organization can provide 
by way of benefits. Under such 
conditions, however, the company 
must expect to justify its stand to its 
employees. 

On the whole I cannot escape the 
conclusion, admitting all the difficul- 
ties, that the continuance in some 
form of private annuity plans should 
be done if at all possible. 


MODIFICATIONS OF PRESENT PLANS 


If this course is followed, the next 
question naturally is to decide what 
modification should be made in the 
existing plan. Certain general points 
should be kept in mind: 


A. The company’s financial ability and 
the potential obligations. 

B. Fairness to employees, especially in 
the light of the fact that they are 
probably counting on the company 
annuity. 
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C. Adjustments of a nature that can be 

readily understood by employees. 
Three adjustment items should be left 
undisturbed: 

(1) No change should be made before 
Jan. 1, 1937 when tax payments 
become due. 

(2) No change should be made in com- 
pany annuities earned prior to Jan. 
1, 1937. In most cases there are 
contractual obligations which cannot 
legally be evaded in any case. 

(3) No change should be made with 
respect to annuities earned on yearly 
salaries over $3,000.00. 


PREFERS INDIVIDUAL ADJUSTMENTS 


There are two general methods 
which might be employed in making 
adjustments. 

The first would be to make pro- 
vision in the nature of individual ad- 
justments. In the case of a non-con- 
tributory plan for instance the most 
desirable arrangement if the company 
is in a position to do it would be to 
provide that each individual should 
receive a company annuity of an 
amount equal to what he would get 
now, less one-half of the federal bene- 
fit. For example if a person is en- 
titled to an annuity of $100.00 per 
month under the present plan, and 
also a federal annuity of $50.00 per 
month, the adjusted company benefit 
would be $75.00. The employee 
would get a total of $125.00 of which 
$25.00 would be available from the 
employee’s payments. 

In the case of a contributory plan, 
similar principles can, I think, be ap- 
plied. In other words the employer’s 








and employee’s share of the company 
annuity would be reduced in propor. 
tion to the amount provided by each 
under the federal plan. Again the 
arrangement to be sought is one 
whereby the employee will not receive 
substantially less than he does at 
present for the total amount he con. 
tributes. 

Such a method would be equitable 
between individual cases, would be 
easy to explain to employees and 
would be acceptable to them. 


OTHER METHODS 


The second would be to reduce the 
general percentage basis of participa. 
tion under the company plan in some 
proportion to the federal benefits, 
This might involve a reduction from 
2% to 14% or 1% or possibly less. 

This is the method commonly fal. 
lowed in establishing a private plan 
where a government plan is already in 
effect. Our own company did this 
in establishing its plan in France and 
in Holland. It is much easier to 
apply, however, under such circum. 
stances than those we have to meet 
now, because there is no difficulty 
about employees’ feeling that any- 


thing is being taken away from them. 


It is a simple method to administer 
and is probably comparatively simple 
to calculate the cost actuarially. 
The principle difficulty with it lies 
in the fact that if applied to all pres 
ent employees it will accentuate the 
disproportion of the benefits, already 
pointed out as existing under the 
federallaw. This difficulty is so great 
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that I doubt the advisability of ap- 
plying it as a blanket proposition. 
The method might be modified how- 
ever to provide a scale of percentages 
based on varying total earnings. 

In what I have just said I have had 
particularly in mind the problem of 
dealing with present employees. In 
the case of future employees hired 
after December 31, 1936 it probably 
will not be necessary to consider so 
carefully the question of individual 
adjustments. Those engaged after a 
change has been made in a company 
plan cannot reasonably object to the 
change and a simpler method of ad- 
justment may be perfectly satisfac- 
tory. It must be remembered also 
that the payroll tax will increase 
every three years, reaching 3% in 
1949 so that the cost for later years 
will be much greater. The control- 
ling factor in the situation should be 
an adjustment whereby the com- 
bined company and federal annuity 
plan will be sufficiently adequate to 
make the plan effective. 


FEDERAL BENEFITS 


Adjustments (of the individual type 
if possible) are necessary because of 
certain features in the federal law 
which make comparative cost esti- 
mates between company plans and 
the federal plan difficult. The typi- 
cal company plan bases benefits on a 
xed percentage of earnings for all 
individuals and reserves are set aside 
on an individual basis calculated on 
individual ages, whereas the federal 
plan has no such basis. 
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Federal benefits are based solely on 
total earnings from December 31, 
1936 to age 65. The total annual 
rate is 6% of the first $3,000.00, plus 
1% of amounts between $3,000.00 
and $45,000.00 plus 3% of amounts 
over $45,000.00. 

Obviously this operates very un- 
favorably for those whose total earn- 
ings are greater either because of 
higher rates of pay or because of 
longer participation. It favors the 
present older people now approaching 
age 65 and the burden of cost is 
placed on the younger group. 

For example an older person eligible 
to retire in 1942 at age 65, earning 
$100.00 per month will receive an 
annuity of $17.50 per month or $210. 
oo per year, although total contribu- 
tions will have been made for his 
account of only $144.00, $72.00 from 
his employer and $72.00 from his own 
wages. 


He will have five years of participation from 1937 
to 1941 inclusive and if his earnings are $1,200.00 
per year there will be a total of $6,000.00 to be used 
as a basis for calculating the annuity. His federal 
annuity will be 6% of the first $3,000.00 or $180.00 
plus 1% of the remaining $3,000.00 or $30.00, a 
total of $210.00 per year. There will have been a 
tax paid on his earnings of 2% for 1937, 1938, and 
1939 and 3% for 1940 and 1941 a total of 12% of 
annual earnings of $1,200.00 or $144.00. 


On the other hand a young person 
earning the same amount but who is 
20 years old when the plan becomes 
operative will receive an annuity of 
$645.00 when he retires but will 
have had $2,880.00 put in his account. 


He will have forty-five years of participation. 
If he earns $1,200.00 per year there will be total 
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wages of $54,000.00 to be used as a basis. The 
federal annuity then will consist of the following 
items: 


6% of the first $3,000.00....... $180.00 
1% of the next $42,000.00...... $420.00 
4% of the remaining $9,000.00. . $ 45.00 

$645.00 


There will have been a total tax of 42% for the 
first twelve years of $504.00 plus 6% per year or 
$72.00 for the remaining thirty-three years or 
$2,376.00, a total of $2,880.00. 


EASTMAN KODAK PLAN 


The problems arising from the 
enactment of this legislation I have 
considered largely from the view point 
of the Eastman Kodak Company and 
the possible effect on its annuity plan. 
Briefly, our plan has been in operation 
for about seven years. It provides 
annuity payments for men at age 
65 after 20 years service and for 
women at age 60 after 15 years service. 
Annuity rates are based on 1% of the 
wage rate for service before 1929 and 
on 2% of earnings thereafter with a 
minimum annuity of $30.00 per 










PERSONNEL JOURNAL 


month. It is handled through a life 
insurance company, and group life 
insurance and disability benefits are 
also provided. Current annuity costs 
are met from funds available from a 
reduction in the cash wage dividend 
which has been paid to employees for 
a number of years. From this point 
of view we are situated somewhat dif. 
ferently from other companies. | 
feel, however, that the underlying 
principles in approaching the problem 
are much the same. 


Note: While I have approached the 
problem largely from the standpoint of 
our own company I want to make it 
perfectly clear that I am not making a 
statement of our company policy with 
respect to possible modifications of its 
plan. The company has not yet an- 
nounced its policy in detail and any 
statement from me would be prematurt 
at this time. 
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Wolman, formerly Chairman, 


Automobile Labor Board, Poses Questions 
Whose Answers Go to the Heart of the Mat- 
ter of Democratic: Relations Between Em- 
ployers and Employees in American Industry. 


Employee Elections 


m Industry 


HE labor movement in the 

United States has at this 

time between 3,500,000 and 
4,000,000 members. If these fig- 
ures are correct, and there is no reason 
to believe that they are not, there are 
then some 25 to 30 millions of em- 
ployees in this country who are un- 
organized. Why 85 per cent of Ameri- 
can workingmen in manufacturing, 
trade, transportation, agriculture, 
and other occupations have failed to 
join labor organizations is one of the 
fascinating puzzles of American 
history. 

The familiar explanations of this 
phenomena—the chronic opposition 
of employers to trade unionism, the 
alleged hostile attitude of the courts, 
the effects of trade union structure— 
hardly suffice to explain satisfactorily 
4 condition so far-flung and so per- 





By Leo WoLMan 


Columbia University 


sistent as the unorganized state of 
industrial relations in American in- 
dustry. Solving the puzzle involves 
looking into the mind of American 
labor. But what one finds there is 
bound to reflect the prejudices and 
preconceptions of the observer. 

The enactment of Sections 7 (a) of 
the National Industrial Recovery Act 
in June, 1933 and of the amendments 
to the Railway Labor Act in June, 
1934 has provided the means whereby 
social psychologists and students of 
labor relations hoped to satisfy their 
curiosity concerning the true attitude 
of labor toward unions, company 
unions and individualism. 


RESULTS OF ELECTIONS 


The device of secret elections for 
the choice of employee representa- 
tives, conducted under government 
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supervision, became the accepted 
solution for that whole range of issues 
commonly included in the terms, 
“recognition,” “representation,” and 
“collective bargaining.” Believing 
as many people did, that the sole and 
effective barrier to the practice of 
collective bargaining through trade 
unions was uncertainty as to the 
workers’ choice of representatives, 
the method of elections seemed a 
direct and simple way out of this 
troublesome difficulty. Accordingly 
the first election arranged for this 
purpose by the National Labor Board 
was held among the hosiery workers 
of Reading, Pennsylvania; and this 
plebiscite was soon followed by many 
similar polls by this and companion 
boards in a variety of industries 
throughout the country. 

The results of these elections until 
the autumn of 1935 are shown in the 
following tabulation: 


DIFFERENCES AMONG BOARDS 


Altogether nine boards held elec. 
tions. The number of valid votes 
cast in all elections amounted to 
400,000. Classifying the votes into 
those cast for a trade union and those 
against a trade union, 191,000 or 
46.9 per cent voted union and 216,447 
or §3.1 voted non-union. These per. 
centages differ widely among the 
Boards. Not counting small elections 
among steel, textile, coal workers and 


longshoremen, the 
union vote was. recorded 


heaviest trade 


in the 


elections held under the supervision 
of the National Mediation Board, 
the National Labor Board, and the 
Petroleum Board where the union 
percentages were, respectively, 70.9, 
69.4, and 63.0. In the elections of 
the first National Labor Relations 
Board, the votes for trade unions 
were 58.5 per cent of the total. The 























eusenns Votes for a Trade Union Votes —- a Trade 
Boards Votes Cast 

Number Per cent Number Per cent 

I itntuinidee ce ekatennsxeh 103,714 71,931 69.4 31,783 30.6 
National Labor Relations.................. 45,287 26,478 58.5 18 , 809 41.5 
Petroleum Labor Policy.................... 11,463 7,220 63.0 4,243 37.0 
Bituminous Coal Labor. ..................- 4,571 2,104 46.0 2,467 $4.0 
SIR vccickaneescsevecnscves 84,878 60,212 70.9 24,666 29.1 
National Steel Labor Relations............. 378 237 62.7 141 35-4 
National Longshoremen’s Labor............. 977 733 75.0 244 25.0 
rnb ntiess netande ness 154,780 21,128 13.6 133,652 86.4 
Temaite Labor Teiations. ... ....0 6 ccc ccccces. 1,352 gio 67.3 442 32.7 
Pho ckyeeubkeeckeensewrwens hewn 407,400 | 190,953 46.9 216,447 $3.1 











Source: Leo Wolman, “Union Membership Since the War,” National Bureau of Economic Research, 
1936. 
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heaviest non-union vote was in the 
automobile elections in which the 
votes for a trade union were 13.6 per 
cent of the total and the votes 
against 86.4 per cent. 

In total votes cast, there are like- 
wise wide differences among the 
Boards. The Steel Board held one 
election covering 378 employees. The 
largest elections were those conducted 
by the Automobile Labor Board. 
In them 155,000 employees voted. 
This is followed by the National 
Labor Board with 104,000, the Na- 
tional Mediation Board with 85,000, 
and the National Labor Relations 
Board with 45,000 votes. 

Although this tabulation ends in 
September 1935, no important change 
in this picture has taken place since 
then. Many of the Boards had 
ceased holding elections before the 
Schechter decision, and the rest 
stopped by June of last year. 

The National Mediation Board, 
acting under the authority of the 
amended Railway Labor Act, and, 
therefore, not yet interdicted by the 
courts, has continued its operations 
but has polled relatively few em- 
ployees in these last several months. 

The new and second National 
Labor Relations Board, empowered 
to hold elections by the terms of the 
statute under which it functions, has 
apparently not conducted many of 
them. From the announcements 
contained in the Board’s releases it 
appears to have held four elections 
in which 1,149 employees voted for 
and 723 against unions, and one in 
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which 155 employees voted union, 
2 for a company union, and 118 
refrained from voting. 

Such are the results of elections in 
industry conducted under the auspices 
of ten federal boards over a period of 
more than two years. What do they 
mean? 


SMALL SAMPLE OF WORKERS 


The results of 400,000 votes are, 
first of all, hardly an adequate 
sample of the views of 25,000,000 
potential voters. In only one elec- 
tion—the automobile pool—did the 
aggregate number of votes cast con- 
stitute a large sample of the total 
number of employees. In the auto- 
mobile manufacturing industry more 
than 80 per cent of the employees 
under the Board’s jurisdiction voted. 
For the rest of manufacturing indus- 
tries, a similar percentage is below 3. 
On the railroads, where special cir- 
cumstances prevail and where final 
results must wait upon the comple- 
tion of the Mediation Board’s polls, 
the total votes cast until the early 
part of September were less than 10 
per cent of the numbers employed in 
the railroad industry. 

Beyond their purely statistical dif- 
ferences, it is clear that these elections 
are distinguished from one another in 
the general principles on which they 
rest, the method of their conduct, 
the issues from among which the voters 
were permitted to choose, and probably 
more important than all the circum- 
stances antecedent to the ordering and 
holding of an election. It is obviously 
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impossible to assess the elections with 
respect to these criteria without mak- 
ing an elaborate investigation of the 
more important of them. But in the 
absence of such an investigation it 
should be possible to shed at least 
some light on the question by the bald 
description of divergent practices. 

With regard to the occasion for an 
election, the polls conducted by the 
labor boards fall into two distinct 
categories. The automobile elections 
were held within a period of four 
months in consequence of an order 
issued by the Automobile Labor 
Board that such elections be held as 
quickly as possible throughout the 
industry. All other elections were 
the result of applications by interested 
and aggrieved parties. In the one 
case the area and time of the election 
were chosen by the board and in the 
other by one of the parties to the 
dispute. It should be unnecessary to 
point out that the outcome of these 
two methods of initiating elections 
will rarely be the same. 


COERCION IMPORTANT FACTOR 


The elections differed, likewise, 
with regard to the form and content 
of the ballot, or the issues placed 
before the voters. The most common 
form of ballot offered the employees 
the choice between a trade union 
and a company union. The auto- 
mobile ballots permitted them to vote 
for representatives and, in addition, 
to indicate their affiliation with an 
organization. The one set of elections 
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assumed the existence of a continuous 
contest for primacy between two or 
more bargaining agents, the other 
undertook to organize a structure or 
framework of employee representa. 
tion and to make it possible for the 
employees to choose their bargaining 
representatives to function within 
this framework. Here again it should 
be quite apparent that elections held 
under such divergent principles can 
hardly be expected to yield the same 
results. 

Attendant circumstances _ finally 
must play an important, if not a 
determining réle in accounting for 
the way in which a particular election 
goes. Electioneering is far from the 
same thing in industrial and in politi. 
cal elections. Intimidation and co- 
ercion, widely used though little 
understood terms, are, I suspect, of 
much greater importance on_ both 
sides than they are commonly ad- 
mitted by students of labor to be. 
The poll-watcher and the picket may 
look alike, but they do not perform 
the same function. 

I have, perforce, contented myself 
with posing questions whose answer, 
in my judgment, go to the heart of 
the matter of democratic relations 
between employers and employees in 
American industry. A sound and 
workable answer to them may well 
require a much more realistic and 
informed approach to the problems of 
industrial relations than we of the 
academic fraternity have hitherto 
been moved to give them. 








the 
ing 
hin 
uld 
eld 
can 


ally 
ta 
for 
‘10n 
the 
liti- 


ttle 
, of 
oth 


nay 
orm 


rself 
wer, 
t of 
ions 
sin 
and 
well 
and 
as of 

the 
erto 














The Changing Views, Problems, Griev- 


ances and Aspirations of Manager- 
ial Officials and Employees Necessi- 
tate Provisions for Frequent Adjust- 
ments and Interpretations of “Rights.” 


Essentials of Labor 


Agreements 


ANY experiences which have 
M confronted and will confront 
the leaders of both Manage- 
ment and Employees prove the fallacy 
of altrusitic schemes of dreamers; but 
between the theoretically angelic on 
one hand and slavery on the other, 
there is a vast field for plowing by 
sensible men engaged in business or 
industry, the permanent success of 
which requires codperative effort. 

It has been said that one-half the 
misery of the world results from ignor- 
ance and the remainder from passion. 
It will be generally conceded that 
ignorance and passion have sired much 
of the misunderstanding and “grief” 
in industrial relations. 

It is a mistake to assume uninter- 
tupted continuance of employees’ 
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Chief of Personnel, 
Pennsylvania Railroad 


good will. Reserves of good will 
rapidly dissipate with the fog of mis- 
understanding and the lack of op- 
portunity for presenting and adjust- 
ing real or fancied injustice. 

In the absence of provision for con- 
ference and full opportunity for airing 
grievances and frankly expressing 
views, it is a grievous mistake to as- 
sume that everything is “happy day” 
and that employees are satisfied with 
conditions. Without such contact it 
is impossible to grasp the changing 
views, problems, grievances and as- 
pirations of our fellows or of those 
associated (employer or employee) in 
conducting an industry, bank, store, 
or any other business requiring capital 
and labor with Management and 
supervision in between. 
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WORKERS DESIRES 


The average man desires: 

1. Security of employment, 

2. Steady work, 

3. Reasonably satisfactory working 
conditions and surroundings, including 
just discipline and considerate atti- 
tude on the part of immediate super- 
vision. 

4. Rate of pay reasonably com- 
mensurate with required mental and 
physical effort, responsibility and 
output. 

5. Reasonably effective voice in 
determining wages and working condi- 
tions, with full and free opportunity 
to present grievances, either individ- 
ually or through representatives of 
own choosing; and right of appeal (if 
employee so desires in given cases) 
beyond local or immediate supervision 
and to such higher officers as the 
Management may determine upon as 
final spokesman for the Management 
in such matters. 

6. Opportunity for self-expression 
and advancement. 

Understandings reached, defining 
the extent or limits of participation of 
the employees in determining wages 
and working conditions are usually 
reduced to writing and commonly re- 
ferred to as Labor Agreements. 


‘ELEMENTS OF LABOR AGREEMENTS 


It is realized that the problems 
incident to this subject vary in 
different enterprises, and therefore 
there may be a wide variation in 
many details of such agreements, al- 
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though many features are common to 
all. 

As a general proposition, agree. 
ments covering wages and working 
conditions will cover classified, or 
rank and file, employees, it being un- 
derstood there are members of the 
staff other than supervision who, be- 
cause of their duties, responsibilities, 
and intimate relations with Manage- 
ment, are such that it is generally 
accepted that Management should be 
free to arbitrarily select incumbents 
for those positions and determine 
their compensation, working condi- 
tions, etc. 

Before undertaking to negotiate 
such agreements with employees or 
groups of employees, it is essential 
that Management have a clear under- 
standing of the general policy to be 
pursued, so far as is humanly possible, 
frankly facing the probabilities once 
an agreement is entered into. Among 
other things, this means that the 
integrity of any commitments made 
by Management must be maintained 
even though cases will later arise 
when it will appear to Management 
that employees are taking an extreme, 
or technical, position sometimes con- 
sidered by Management as entirely 
unreasonable. 

Management must assume the re- 
sponsibility for policing of the activi- 
ties of local and minor supervision as 
will insure observance of approved 
policy and attitude of Management. 
Management must reasonably assure 
itself that local officers and super- 
vision understand the terms of agree- 
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ments entered into with the em- 
ployees by the Management, and that 
they are expected to carry out the 
agreement in good faith. 

Management must frankly recog- 
nize that by agreeing to negotiate 
with its employees as to terms and 
conditions of employment, Manage- 
ment by that act is conceding to the 
employees a degree of participation in 
the conduct or management of the 
business; the employee also being 
given certain rights definitely identi- 
fying him with the business, at least 
to the extent that so long as the agree- 
ment remains in existence the individ- 
ual employee’s rights must be given 
consideration before he can be sep- 
arated from his employment by the 
acts of Management. 

It is of prime importance that the 
employer assure himself that those 
with whom he is negotiating are truly 
representative of the employees to be 
covered by the agreement. This, of 
course, is elemental and fair methods 
of providing such assurance are gen- 
erally known. 

Management must definitely plan 
a policy, and then maintain with 
integrity all commitments made in 
the process of negotiating agreements. 


RATES OF PAY 


Agreement as to basic rates of pay, 
whether monthly, weekly, daily, or 
hourly, together with number of hours 
work to be required for the agreed 
upon rate; the basis on which addi- 
tional compensation will be allowed 
for time worked in excess of the stated 
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regular hours of work, such as over- 
time, Sunday and holiday work, etc. 

Conditions vary in different enter- 
prises, and therefore this phase re- 
quires careful analysis and considera- 
tion on the part of Management in 
order that there may be mutual agree- 
ment covering the different situations 
which will arise and which will involve 
determination from time to time as to 
method and rates of pay, including 
understanding as to when pay time 
will begin and end, time for meals 
and what arrangements will be made 
where in an emergency normal time 
cannot be allowed, time and other: 
allowances for various incidental 
tasks, what rates shall be allowed for 
traveling time (during ordinary work- 
ing hours and at other hours, and 
whether on long trips sleeping car 
facilities are provided by or at the 
expense of Management). In other 
words, the agreed upon bases of 
compensation should be set forth in 
such manner as to enable the em- 
ployee himself to readily figure what 
his pay will amount to in any given 
pay period. 


SENIORITY 


Most persons entering the service 
of an employer look forward to bet- 
tering their condition either as to 
earnings, position, or both, and the 
employees generally feel that after 
giving their best efforts to the em- 
ployer, some security should be 
thrown about the continuity of their 
employment, and unless separated 
from the employment for cause, that 
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opportunity for advancement should 
be afforded after consideration is 
given to their length of service with 
the employer. Essentially, of course, 
such consideration must always be 
coupled with consideration of fitness 
and ability of the employee for the 
position or job to which he aspires. 

This same feature arises in connec- 
tion with reductions in forces where 
employees generally feel that the 
senior employees who are qualified for 
the work remaining to be done should 
be retained. 

The above ideas are incorporated in 
practically all labor agreements on 
railroads and are generally referred to 
as “Seniority.” 


PICKING JOBS 


Supplementing the seniority fea- 
tures, consideration should be given 
provision for affording opportunities 
for employees to secure what they 
feel are more desirable positions 
within the ranks of the occupation, 
craft or group in which employed; 
for instance, an employee working on 
a night shift might prefer work on 
the daylight shift, or there may be 
differences in rates of pay on different 
positions within a given craft or 
group and for which job the employee 
is qualified. 

To take care of this inherent desire 
of employees generally, arrangements 
should be definitely set up permitting 
employee to express his desire as to 
position to which he would like to be 
assigned. Also, where positions are 
abolished due to reduction in forces 





or other causes, an employee in the 
position abolished should be per. 
mitted to displace another employee 
with less service with the employer, 
provided, of course, the employee has 
the qualifications to perform the work 
still required by the employer. 

To accomplish this requires setting 
up a plan of advertising positions 
and the assignment of employees, all 
of which should be done publicly and 
preferably by means of posting ad- 
vertisement and also a notice of the 
assignment made as result of the 
advertising, so that all parties at 
interest may be aware of what has 
taken place. By “advertising” is 
meant posting or notifying employees 
of positions to be filled. 


GRIEVANCE AND APPEALS 


The right of appeal in any matter 
in which the employee feels aggrieved 
should be recognized and a definite 
plan outlined for handling such ap- 
peals. It should be required that an 
aggrieved employee should, in the 
first instance, make known his griev- 
ance to his immediate superior officer; 
after this has been presented and con- 
clusion reached by the local officer, 
the avenue of appeal to the higher 
officer or officers of the company 
should be clearly stated. Arrange- 
ments should be made whereby the 
employee may, if he so desires, be 
accompanied either by a fellow em- 
ployee or by a representative of the 
organization or association with 
whom the labor agreement is nego- 
tiated. 
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There should be no unnecessary 
delays in handling of appeals through 
the various stages from the imme- 
diate superior officer to the highest 
oficer of the company charged with 
the responsibility for expressing the 
final conclusions of Management. 

In each step of handling, a fair and 
impartial hearing must be granted 
and unprejudiced and impartial judg- 
ment rendered, as otherwise the em- 
ployees will be impressed that it is 
worthless to appeal to the higher offi- 
cers, and thus weaken the entire 
Management-Employee relationship. 

As of possible interest, from the 
standpoint of provision made in 
agreements on our railroad, the fol- 
lowing extracts are quoted from our 
agreement with Shop Craft employ- 
ees, the principles being similar in all 
our agreements: 


“DISCIPLINE 


“Employees will not be suspended nor dismissed 
from the service without a fair and impartial in- 
vestigation; neither will they be held off duty for 
minor offenses pending investigation or decision. 
Witnesses will be examined separately, but in the 
event of conflicting testimony, those whose evi- 
dence conflicts will be examined together. An 
employee required to sign a written statement will, 
upon request, be given a copy of same. Employees 
will be notified in writing ten (10) days prior to date 
suspension takes effect. 

“Time lost attending investigations will be ap- 
plied against suspension and notice of discipline 
will be worded accordingly. Time lost as a result of 
appeals from discipline will not be applied against 
suspension. 

An employee required to attend investigation 
may be accompanied by an employee of his own 
selection covered by these regulations and employed 
at the same seniority point, who will be permitted 
to question witnesses so far as the interest of the 
employee is concerned.” 
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‘*aPPEALS 


“An employee who considers that an injustice 
has been done him in discipline matters and who 
has appealed his case in writing to his Master Me- 
chanic or corresponding officer within ten (10) days, 
will be given a hearing at which he may be accom- 
panied by an employee covered by these regulations 
from the Division on which he is employed to assist 
him in presenting his case. After his appeal has 
been acted upon by the Master Mechanic or cor- 
responding officer, he may, if he so desires, be 
represented before the Superintendent, General 
Superintendent and General Manager by the Com- 
mittee representing employees covered by these 
regulations. 

“An employee who considers that an injustice 
has been done him with respect to any matter other 
than discipline may within ten (10) days present 
his case in writing to his Foreman. If the decision 
of his Foreman, which shall be in writing, is unsatis- 
factory, he may then turn the matter over direct to 
the Local Committee. The Chairman of the Local 
Committee may then handle the matter with the 
Master Mechanic or corresponding officer. If the 
case is not satisfactorily adjusted, it will then be 
handled by the Local Committee with the Super- 
intendent. 

“If the charge against the employee is not sus- 
tained, it will be striken from the record. If, by 
reason of such unsustained charge, the employee 
has been removed from the position held, reinstate- 
ment will be made and payment allowed for the 
difference between the amount earned while out of 
service or while otherwise employed, and the 
amount he would have earned on the basis of his 
assigned working hours actually lost during the 
period.” 


BOARDS OF ADJUSTMENT 


It may be advisable for the officer 
to whom appeals are finally presented 
and who expresses the final judgment 
of the Management, to be assisted by 
what might be termed a “labor 
board,” the members of which will 
consider all matters properly brought 
before that officer and give him the 
benefit of their consideration and 
judgment. This arrangement tends 
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to better secure conclusions based on 
different approaches to the proposi- 
tion, and to some extent provides for 
a more judicial consideration of some 
of the questions which are bound to 
arise. This board might be made up 
of responsible representatives of 
Management from different depart- 
ments, but whose duties and respon- 
sibilities are such that they them- 
selves have the essential experience 
and contacts. The membership of 
this so-called labor board might be 
a revolving one. 

Where the conditions (including 
number of employees, of etc.) the 
enterprise warrant, consideration 
might properly be given to amplify- 
ing the provisions made in the agree- 
ment for adjusting controversies or 
disputes. One method which has 
proven itself for a period of 15 years 
on our railroad is what we term 
“System Boards of Adjustment” to 
which Management or Employees 
may refer questions not satisfactorily 
adjusted with the officer of the Com- 
pany charged with finally expressing 
the decision of the Management. 

These System Boards of Adjust- 
ment are in the nature of a Supreme 
Court with final jurisdiction. 

Any supplemental agreement cov- 
ering a set-up of this character should 
be so framed as to clearly set forth 
its purposes and the method of func- 
tioning, the essential features being: 

a. Personnel of the board, both 
Management and Employee repre- 
sentatives. 

b. Method to be followed in sub- 

















PERSONNEL JOURNAL 


mitting cases to the board for dis. 
cussion, preferably in the form of a 
joint submission outlining the ques- 
tion at issue, an agreed upon joint 
statement of facts, and the arguments 
and positions of the Management and 
of the Employees. 


PHYSICAL CONDITIONS 


Conditions in different enterprises 
require that various details with 
reference to wages and working con- 
ditions, and surroundings, are a 
proper subject for negotiation with 
the employees, and these must be 
developed by sympathetic considera- 
tion and analysis by Management. 
These may include such subjects as 
providing bulletin boards for the use 
of the employees’ representatives, 
furnishing and care of lockers, wash- 
rooms and other necessary conveni- 
ences, etc. While to the higher 
officers of Management some of these 
features may not seem to be a nec- 
essary part of an agreement, it must 
be remembered that one of the prime 
purposes of an agreement is to secure 
a- reasonable degree of satisfaction 
and codperation on the part of em- 
ployees, many of whom are not under 
the immediate supervision or in con- 
tact with the higher officers, and 
therefore agreement provisions on 
these features will better insure ob- 
servance of the Management’s policy 
in these respects. 


MUTUALITY OF INTEREST 


Experience under an agreement, as 
well as changes in practice, methods, 
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etc. within the industry will develop 
desire on the part of either party to 
an agreement to change or modify 
same, and the agreement should con- 
tain provision for consideration of 
changes desired by either party on 
reasonably short notice after presen- 
tation. 

Copy of agreements jointly entered 
into should be furnished to each em- 
ployee whose wages and working con- 
ditions are covered thereby; and, of 
course, copy should be furnished to 
all officers and supervision and ar- 
rangements made to insure that the 
officers and supervision correctly 
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understand the Management’s atti- 
tude and the terms of the agreements. 
Thoughtful employees realize they 
and their families have a vital interest 
in the continued success and progress 
of the industry with which they are 
associated. When afforded oppor- 
tunity for contact with responsible 
Management, with a broad accep- 
tance on the part of ALL of the 
mutuality of interest, and with a 
sincere regard for each other’s prob- 
lems, I continue hopeful for the fu- 
ture of industrial relationship. By 
“all” I refer to Management, Em- 
ployees, Investors and the Public. 





We Cannot Stem Economic Tides 
but We Can Cushion Their Impact 


on the Worker and Give Him a Chance 
to Get Started Again. Faster Self. 
Restarting, Mr. Parkinson Calls It, 


Designing State Acts 
for Job Insurance 


HE closer one approaches to 

the moutain of unemployment 
compensation, or to the range 

of mountains comprising the several 
Social Security measures, the more 
apparent becomes its tremendous 
proportions. It will not be surprising 
too, if one comes to realize that it is 
not only a problem of magnitude, but 
an experiment of magnitude. That 
is, there are no tested methods to 
copy, and it is not an assured gain to 
the workers. It places them in 
wholesale risks rather than retail 
risks. For instance, recent press re- 


leases from Washington have been 
noting that employment has not been 
increasing as rapidly as production 
has increased, and have been inferring 
neglect of civic responsibility on 





By Royal Parkinson 
American Optical Company 
Southbridge, Mass. 


the part of the employer fraternity. 
However, we can all see that the de- 
sign of a Social Security Act with 
6% taxes upon payroll, now well-ad- 
vertised for over a year, must pro- 
duce exactly such a retarding effect 
upon employment. 


PURPOSE OF STATE ACT 


Every state act should be built 
around some one purpose. It 1s 
surprising how many different pur- 
poses have been proposed for unem- 
ployment compensation. Several of 
them clearly conflict with each other. 
No act can be designed to serve all 
these purposes. 

Some of the choices available are: 


1. A political purpose—to prevent 4 
political revolution. This is the 
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§ To carry purchasing power from 





major claim for the British plan— 
“things might have been worse.” 
Caution is needed, lest a poor plan 
rather than a good one result from 
appealing to fear of communism. 


. To reduce the expense for other forms 


of public relief. There is no evidence 
available anywhere that this result 
has ever been accomplished or is 
possible. In fact there is much to 
suggest that its wholesale methods 
have increased and must increase, 
the habit of, the taste for, and the 
cost of, public relief. 


. To make the acceptance of relief 


easier without offense to self-respect, 
a strange reason to justify so huge an 
experiment, but one often heard. 


. To enable government to take a 


partisan interest in the daily relation- 
ships between employer and em- 
ployee. It is this purpose, or the 
fear of it, which underlies the contro- 
versy between employers and gov- 
ernment over reports of wage rates 
to be required of employers by the 
government authorities, and which 
accounts for the employer concern 
over the calibre of appointments of 
unemployment compensation agents. 
For their number, after benefit- 
paying starts, will be in the thousands 
in some states, and their duty will 
be that of refereeing thousands of 
small incidents between employer 
andemployee. The agents will have 
extraordinary powers of inquisition 
and decision, with clear possibility of 
political control of employer’s com- 
petitive positions. The predomi- 
nance of this purpose, or freedom 
from it, hinges upon the administra- 
tion rather than the design of an Act. 





Io. 


II. 
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prosperity into depressions. Carry- 
ing debts from depression into pros- 
perity is the contrary British exper- 
ience with surpluses, accumulated in 
the hands of the Government. The 
British Royal Commission frankly 
says ‘Political considerations out- 
weigh actuarial considerations.” 

To reduce purchasing power in pros- 
perity by impounding 3% to 44% of 
payroll. 


. To provide a more nearly year-round 


wage for those who have work—a fair 
weather umbrella. This aim is re- 
flected in several State Acts. 


. To hold experienced labor in reserve 


for a particular employer—This was 
the purpose of voluntary plans. 


. To provide idle, transient labor with 


more income, at the expense of the 
more steadily employed labor and its 
employers, a case of redistributing 
income. Possible only while the 
have-nots outnumber the haves po- 
litically. 

To accomplish compulsory saving for 
worker’s use, at a cost of 15% for 
handling, because the worker has 
demonstrated that he does not save 
for himself on a mass scale. 

To stabilize jobs, as distinguished 
from stabilizing income. This is one 
of the aims of the Wisconsin plan. 
Desirable in large measure, but would 
stop all growth and progress if car- 
ried to the extreme. 


You and I sympathize with most of 
these purposes. But 


if we have 


striven for years to better, along last- 
ing lines, the lot of the workers, we 
know that few of them are attainable 
for long and that the thing the worker 


really wants is a job. That is his 
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main shelter compared with which 
any fair weather umbrella is not 
important. 


THE MASSACHUSETTS PURPOSE 


You may be interested in the pur- 
pose to which the Massachusetts Act 
directs itself, namely, helping the 
worker to adjust more quickly to in- 
evitable changes in occupation, to 
take advantage of the growing diver- 
sification of occupations in the state, 
which is the one best and most ef- 
fective unemployment insurance in 
the world. It recognizes that a 
worker can earn as much or more 
from 5 employers in a year as from 
one, if he can change from one to the 
other with a minimum of interrup- 
tion, and that most workers must 
change occupations, because em- 
ployers are short lived as such, and 
occupations are constantly changing. 
It gives him a maximum of 16 weeks 
income with which to finance his 
search for the next employer, and 
banks upon his own self-reliance to 
make that search. It tries to speed 


up the finding of the next job by fur- . 


nishing a little capital and dissolving 
despair. It does not pay him a 
benefit for semi-employment, that is 
for less than half a week of work, 
only for total unemployment. (The 
National Manufacturer’s Association 
and the Social Security Board, in 
certain published summaries of theirs, 
mistakenly ascribe a “partial” bene- 
fit to this law). It does say that 


each week of such underemployment 
shall be considered as half a week 
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toward the 4 week waiting period, 
thus protecting the worker from 
evasion of the total benefit by too thin 
spreading of work. 

The Act provides benefits, grad. 
uated for continuous employment 
(not necessarily with a single em- 
ployer), ranging from 1 week to more 
than two years. This tends to re. 
tard the spread of fear among the 
steadily employed, when others are 
laid off. This older and more con- 
tinuously employed group is the 
group with real control of purchasing 
power. They have both savings and 
sustained earnings as a class. It is 
when they become afraid of their loss 
of income that buying stops. 


POOLS 


Having determined the purpose of 
a State Act, the next important ques- 
tions are, How shall the payroll taxes 
be assessed and what shall be done 
with the monies collected? 

Obviously the more conservative 
way to enter so huge an experiment 
would be to start with small pools, 
that is, company-pools. That was 
the original Wisconsin plan. They 
call these pools “reserves” in that 
state. Utah also is now trying this 
most careful method of experimenting. 

State-pools, on the other hand, offer 
the most rapid pace of experimenting 
though this method is rarely adopted 
in its pure form. It is primarily a 
theory from which toargue. In prac- 
tice it is subject to the unwillingness 
of workers or employers, or both, who 
have steady work, to continually pay 
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the benefits of those who are more or 
less transient while the payors receive 
few or no benefits for themselves. 
This was exemplified in Great Britain, 
and again in the recent fate of the 
General Electric Company plan, by 
employee vote. 

We find only New York, among the 
first nine states to enact laws, using a 
straight pool. All the others, using 
pools, modify them with “merit- 
rating” clauses. 


AUTOMATIC OR OPTIONAL 
MERIT-RATING? 


Merit-rating then, which in the 
early and theoretical stages of debate 
was the principal point of distinction 
between state-pools and company- 
pools, has, in the more practical 
stages, become their common feature. 
There is comparatively little differ- 
ence between a state-pool with a bona 
fide merit-rating, and a company re- 
serve plan with rigid control of the 
contents of the company-pool, as now 
provided in the Social Security Act’s 
specifications for credits upon the 
federal tax. With doth methods, the 
middle 50% of employers may earn 
no tax reduction in any one year, one 
25% may earn a reduction, and 
another 25% may earn an increase. 

The only distinction which we now 
debate, is what kind of merit-rating? 
Shall it be optional for the adminis- 
trative commission to decide, or 
automatic and known in advance? 

Four states now have automatic 
merit-rating, Wisconsin, Utah, New 
Hampshire and California. The two 





STATE ACTS FOR JOB INSURANCE 257 


former permit the employer to earn 
cessation of his entire tax, if and while 
his company-pool or reserve is suf- 
ficiently full. The two latter permit 
reduction to 1%. Their laws there- 
fore provide a compromise between 
state-pool and company-pools. 

I think we may soon see states 
which already have optional merit- 
ratings, substitute the automatic type 
and most of the states which enact 
new laws may be expected to use the 
1% pool, and 2% subject to auto- 
matic merit-rating. Those states 
which prefer the strict pool will prob- 
ably be those whose dominant indus- 
tries are highly intermittant, and 
therefore need the more stable em- 
ployers and workers to share their 
costs. 

It would seem reasonable to antici- 
pate that states with automatic merit- 
rating of either the state-pool or the 
Wisconsin type will tend to attract 
the more stable industries, while the 
states using straight pools will tend to 
attract the more intermittant types 
of employment 


COMPANY BUCKETS 


There are four important choices 
in design of automatic merit rating 
systems. 

1. The Federal Social Security Act, 
in Section gIo grants credit against 
the employer’s Federal tax not only 
for his tax paid the state, but for his 
state tax avoided by favorable ex- 
perience. The company-pool must 
first contain enough to pay for five 
years of the worst experience in the 
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most recent three years, and must 
amount to at least 73% of the payroll. 
Obviously, state plans which pour 3% 
into the company-pool, will fill the 
bucket for reserve use much faster 
than those pouring in only 2% and 
putting the other 1% into a state- 
pool. 

As an alternative to the company 
bucket, which we will assume con- 
tains funds adequate for paying 5 
years of benefits, a state-pool’s reserve 
bucket may be used under the federal 
act. Its bucket has a wider bottom. 
Therefore its contents need not be 
quote so deep, only enough for one or 
two years of benefit-paying. But the 
contents in this case are governed by 
the experience of a// employers in the 
state. Therefore no individual em- 
ployer can control his rate on the 
basis of his own experience, or pre- 
determine his rates. 

It should be recognized that tax- 
saving by merit-rating may be avail- 
able only for very favorable exper- 
ience under the standards set by the 
federal act, and therefore to relatively 
few concerns in any one year, al- 
though many concerns may earn 
reductions in some years. 

2. Merit-rating means, in the case 
of company-pools, that the tax rises 
to 4% to the state (4.3% total to both 
governments) when the level in i¢s 
reserve bucket begins to lower, and in 
the state-pool, when the average ex- 
perience of all employers lowers the 
level in their group bucket. 

3. States seem to favor providing 
for employee contributions, as does 





every European experiment in this 
field. Shall these contributions, 
under merit-rating, go into the state. 
pool, the company-pool, a_ special 
pool, or be divided, a part going into 
the state-pool? Shall not worker, 
too, share in any advantage from 
favorable experience? In the latter 
case, shall he a/so share in any dis- 
advantage from unfavorable exper- 
ience? That is, should the employer’s 
tax become 4%, would his employee’s 
tax go up from 13% to 2%? 

4. I come to the last of the four 
choices in merit-rating design, and 
that is the choice of policy. One way 
is to find an average cost and use this 
as a basic tax, with an excess tax for 
those with worse than average ex- 
perience, and a reduction for those 
better than average, the two amounts 
about offsetting each other. Another 
method is to tax everybody accord- 
ing to the experience of the worst and 
give everybody elseareduction. The 
third method is to tax all the traffic 
will bear and then find ways to use all 
youget. Thisseems to be themethod 
used in the Federal Social Security 
Act, when it set its tax in title g at 
the highest in the world, even higher 
than in title 8 of the same act. 


‘‘MODEL’ -AUTOMATIC MERIT-RATING 


The best design for merit-rating, 
would seem to be a 3% tax upon the 
employer and perhaps a 1.5% tax 
upon the employee, with a provision 
that the tax of each shall bear 4 
fixed ratio to the other’s. That is, 
they shall move up or down together. 
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One per cent of the employer tax to 
go into the State-pool, 2% of his tax 
to go into his company-pool, and a// 
the employee tax to go into an 
employee-pool, or company-pool 
“balancing fund,” and be subject to 
reduction if the employer receives a 
taxreduction. Benefits to be drawn 
first from the company-pool, second 
from the company’s employee-pool, 
and finally, from the state-pool. The 
employer’s 2% and the worker’s 1.5% 
tax both would be subject to reduc- 
tion or increase, according to the 
status of the company-pool, as pre- 
scribed by Section gio of the Social 
Security Act in order to qualify for 
Federal tax credits. There may be 
some question whether the employee’s 
“Balancing fund”’ will be accepted by 
the Federal Board in figuring the 
status of the company-pool. If so, 
and until the Federal Act could be 
adjusted, more of the worker’s tax 
could be put into the state-pool, and 
less of the employer’s tax, since only 
the employer’s tax is subject to federal 
control under the Social Security Act. 

This suggestion for an automatic 
merit-rating method, although dif- 
fering somewhat from the two choices 
included in the Federal Board’s model 
acts, has all the elements of theirs in a 
diferent combination, and approval 
for credits seems not unlikely. 


AUTOMATIC-RATING NOW 


Merit-rating cannot apply until 
five years hence, after two years of 
accumulating taxes in advance, and 
three years of benefit paying. Why 
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then propose automatic merit-rating 
at the start, in advance of experience? 

(a) Isn’t it desirable to protect the 
administrative agency from the pres- 
sure of log-rolling so certain to come, 
if and when it must decide optional 
merit-ratings? In this respect does 
compensation tax-setting differ from 
the well-known process of tariff-fixing, 
swapping favors? 

(b) Also, what gain is there in 
statistical studies of experience, made 
in the first three years of benefit- 
paying under conditions of employers 
not knowing whether or how much tax 
reduction is open to them? May not 
such studies, made defore merit-rating, 
be entirely misleading as to experience 
after merit-rating? The Federal Act 
leaves little freedom of choice for 
statistics to modify anyhow, because 
it predetermines the conditions for 
tax reduction. Statistics will mean 
little until the next depression, which 
is the only real test of such legislation 
as we are considering. 

(c) Isn’t the sensible course to set 
up automatic merit-rating at the start, 
which will conform to the Federal 
requirement for credits? If this 
proves to need adjustment at the end 
of five years, such adjustment can be 
made to better advantage, because 
the stabilizing efforts will have been 
stimulated from the start. 

(d) Are we sure that we will have 
any Federal Act 5 years hence to set 
the standard in accomplishing sound 
merit-rating in state legislation, if we 
do not take advantage of its strict 
terms now? 
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(e) The choice of ways to handle 
the worker’s contribution for auto- 
matic merit-rating ought to be settled 
before collection of taxes from 
workers is launched. Otherwise, 
much confusion may be expected. 

(f) As previously mentioned, as- 
suming that cautious experimenting 
calls for directing benefits to the wage 
earner class only, and taxing the 
earnings of that class only, then 
automatic merit-rating at the start 
is a necessity, in order to recover the 
excess of the federal tax over the 
state tax. 

Another proper question is—“‘Why 
merit-rating at all, if only those con- 
cerns with exceptionally good ex- 
perience, and their workers, can ob- 
tain tax reduction thereby, while 
those at the other extreme must suffer 
a tax increase’’? 

Are there not two answers? First, 
the great middle group of employers 
and their workers, though not re- 
duced in tax, are always potential 
recipients of the tax discounts, and 
together with the favored group 
probably form 75% of all. This is 
about as near satisfying all groups as 
it is possible to come. I am inclined 
to think the concerns taxed 4% under 
automatic merit-rating, would find 
their tax raised eventually even under 
a contributory-pool plan, because the 
workers and employers in the other 
groups tend to outnumber them, and 
tend to be reluctant to pay for the 
unfavorable experience of neighbors, 
however unavoidable is such unfavor- 
able experience, however inherent in 
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the nature of the business, and not at 
all to the high tax employer’s dis. 
credit. 

It is of course conceivable that the 
4% taxed concerns would find the 
great middle group pessimists, rather 
than optimists, and fearing 4% for 
themselves, in which case these two 
groups would predominate and the 
state would use the unadulterated 
state-pool plan, for a time. The 
state would thereby tend to invite 
the more intermittent types of indus- 
try, would it not? 

But there is a second and more 
fundamental reason for automatic 
merit-rating from the outset, in which 
all three groups of employers and 
their workers may see that they have 
acommon interest. This is its value 
as a brake upon political office-seekers, 
whose temptation to use social in- 
surance as their political capital, and 
thereby raise its costs, is self-evident. 
If considerable groups of workers and 
employers have a continuous self- 
interest in reducing their own tax, 
will they not be less subject to emo- 
tional appeal, less lured by promises of 
excessive benefits, than under a 
straight state-pool, in whose costs 
their self-interest is negligible, remote 
and impersonal? 

So much for automatic merit-rating 
as a factor in the design of state 
legislation. 


UNDER $2500 WORKERS 


To what group, should benefit be 
made available? This is a matter of 
opinion, of course. Probably the 














three choices will eventually prove to 
be: 

1. The entire force, including ex- 
ecutives, as taxed in the Federal 
Act for unemployment com- 
pensation. 

2. The entire force but only a part 
of their earnings, excluding that 
part of their earnings which is 
above $3000. This is the group 
taxed for pensions in the Social 
Security Act. 

3. Those who earn under $2500, as 
is used in the Massachusetts Act 
and is, or was used with some 
variations in the New York and 
New Hampshire Acts. These 
three states, apparently proceed- 
ing cautiously, and adhering to 
this third choice, in order to have 
a plan which can be maintained 
if the federal act goes out. 

Here again the question is, not 
what is the correct course, for there is 
no proven “‘correct”’ course, but how 
rapidly does a state wish to run before 
it learns to walk. 

If the under $2500 earners are the 
benefitted group and the taxed group 
under a state act, a temporary and 
supplemental tax to absorb the money 
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which would otherwise go to the gen- 
eral Federal treasury because of its 
taxing the entire payroll, can well be 
used until Congress brings its exces- 
sive base down. Every employer 
receiving his supplementary tax bill 
January I, 1937 may be expected to 
express himself to Congress. 

This will help to build a State Act 
so durably designed, so non-contro- 
versial and so little experimental, 
that it may justify its own continu- 
ance, even if the Federal Act disap- 
pears. In Massachusetts this con- 
tinuance is to be automatic, so long 
as half her competing states retain 
theirs. 

In case, however, I have not al- 
ready given you the impression that 
I think rather highly of the Massa- 
chusetts Act, with one or two amend- 
ments now in process, I assure you it 
has been an oversight on my part! 
And the artchitect of that Act is 
neither a college professor, a Lawyer, 
an employer, nor a Personnel man, 
but a little group of courageous 
Legislators endowed with common- 
sense, consulting employers and labor, 
but placing the public interest first. 








Numerous Detailed Problems of Record: 
Keeping Will be Faced, and Handling 


of Them May Determine Whether the 
New Laws Will be Drastically Changed, 
Says This Expert 


Administering 
Social Insurance 


LTHOUGH America has, in 
A large part, turned from the 
debate over whether or not 
we should have social insurance laws 
to the practical problems of their 
administration, public opinion is still 
in a formative state and will be 
greatly influenced by the immediate 
experience in attempting to adminis- 
ter such laws. Successful and eco- 
nominal administration will win over 
many who are unfriendly; conspic- 
uous failure will encourage a reaction, 
with the not impossible result of 
drastic change or perhaps a with- 
drawal of part of the social insurance 
system. The next year or two will be 
particularly important in the fortunes 
of social insurance because public 
opinion will be affected by these early 
impressions. 


By Herman FELDMAN 


Professor of Industrial Relations, Amos Tuck 


School of Administration and Finance, 
Dartmouth College, New Hampshire 


The chief immediate problem of 
administering social insurance is not 
the granting of unemployment com- 
pensation or pensions, but the start- 
ing of a proper system of records and 
tax collections so as to make possible 
such payments. Under the Federal 
stipulation, benefits are not payable 
as unemployment compensation in 
any state until after January 1, 1938. 
This is a godsend, since it postpones 
for two years the dreaded day—from 
the administrative standpoint—when 
the officials must face thousands of 
workers who have become eligible for 
benefits and who demand what is due 
them in terms of credits in the records. 


FIVE NEW SOCIAL INSURANCE TAXES 


Most people do not realize that the 
social insurance taxes to be collected 
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are five in number. Two of these, 
(one levied on the employer on his 
payroll and the other on workers on 
their wages), are for old age pensions 
and do not come in force until Jan- 
uary I, 1937. Anything a year off 
holds much less terror than does the 
immediate problem of collecting taxes 
already payable. The other three 
levies are for unemployment insur- 
ance. They are as follows: one is a 
nation-wide Federal tax, levied only 
upon employers, of 1% of the payroll 
in 1936 (2% in 1937, and 3% in 1938 
and thereafter). Only one-tenth of 
these amounts will be actually col- 
lected by the Federal government in 
any state which has adopted an ap- 
proved unemployment insurance plan 
and to which the employer is required 
to pay an amount equivalent to nine- 
tenths of the Federal tax. Where the 
states have passed such laws, there is, 
therefore, a second tax on employers’ 
payrolls. The third tax is one pre- 
scribed, independently of the Federal 
act, by certain states which desire 
their workers to contribute to the 
unemployment insurance funds. Of 
this group of states, including over 
half of the jurisdictions which have 
already enacted laws, lucky Massa- 
chusetts provides that employees 
shall not be liable for contributions 
until 1937, but New Hampshire, 
Alabama, California, Washington and 
Oregon made the employee contribu- 
tion payable beginning January 1, 
1936. 

The collection by the states of the 
employers’ payroll tax, is less of an 
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immediate problem than the collec- 
tion of employee contributions. The 
difference is only a matter of months 
—but of crucial months. A state 
which does not have the employee 
contributory feature can, if forced to 
do so, postpone the collection of its 
taxes to the end of the year. In this 
they can follow the example of the 
Federal Government and New York 
State, whose taxes on employers’ 
payrolls, although already in force, 
will, like the income tax, not be col- 
lected until next year. But where 
employee contributions are payable, 
these must, as a practical matter, be 
collected immediately, and at regular 
weekly or monthly periods. 

Consequently, in the states with 
contributory unemployment insur- 
ance laws there is a tremendous 
scurrying around to set up some kind 
of system to start employers on the 
process of reporting their payrolls, 
paying their premiums and submit- 
ting with these the employee contri- 
butions deducted from wages. Be- 
cause the collection of employee con- 
tributions is the more urgent obliga- 
tion, we shall first consider certain 
neglected phases of this problem. 
Several special problems involved in 
the establishment of a feasible pro- 
cedure in collecting employers’ taxes 
will then be discussed. 


COLLECTING THE EMPLOYEE’S 
CONTRIBUTIONS 


The situation with regard to em- 
ployee contributions must be viewed 
in perspective in order to see the 
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It is true 


difficulties ahead of us. 
that only one per cent will in a year 
or two be deducted from the wages of 
employees in many or most states 


for unemployment insurance. But 
another one per cent will be deducted 
from his wages for old age pensions 
by the Federal Government begin- 
ning in 1937, this percentage to in- 
crease gradually to three per cent in 
1949. Eventually this country will 
have compulsory contributory health 
insurance, and there will be a further 
deduction from wages of perhaps two 
to three per cent. It is not at all 
inconceivable, therefore, that in a 
decade most workers will have legal 
deductions of as much as seven per 
cent of their own wages. In any 
event, many will soon have four per 
cent deducted, aside from non-legal 
deductions for purely company group 
insurance and similar plans. This 
creates several large problems. 

Thus, it becomes very important 
for the employee to make sure that 
the contributions which are payable 
in his behalf are actually paid, since 
the benefits for which he is later 
eligible are in large part based upon 
the number of weeks during which 
such premiums have been paid. If 
for reason of negligence or dishonesty 
the employer has failed to pay his 
tax and has, in addition, appropriated 
the employee’s contribution, the 
worker who comes to the employment 
office will have his troubles in trying 
to prove that in certain past months 
he actually worked more time, earned 
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more wages and paid more premiums 
than his employer has recorded. 

In the case of unemployment in. 
surance many such discrepancies will 
be earlier discovered because of the 
fact that some of the employees en. 
titled to benefits will soon prove their 
case and will call attention to large 
scale variations. In the case of the 
pension plan, however, such matters 
may not come to light for years, since 
the employee has no right to claim 
such pension until he is actually of 
pensionable age. 

To avoid the many misunderstand- 
ings which may arise with regard to 
just what credits a worker has built 
up, he should, in contributory systems, 
by the terms of the system, be able to 
examine periodically something like 
his own record, and see the tangible 
receipts that payments in his behalf 
have been made. Various corpora- 
tions are developing check stubs and 
other devices, but for general pur- 
poses there should be an official em- 
ployee pass book or card recording 
monthly the amount of money paid by 
him. This pass book should be avail- 
able to any worker for inspection at 
any time, and when he is laid off he 
should be required to ask his employer 
for his book. He should be called 
upon to deposit it, as in the English 
system and in other plans abroad, at 
the public employment office when he 
registers as unemployed. Thus at 
all times the pass book will serve not 
only as a receipt for the employee's 
own contributions, but as supplemen- 
tary evidence of the record of the 
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number of weeks he has worked and of 
the number of taxes paid in his behalf 
by the employer. 

This will have a peculiar signif- 
icance in the understandings of 
workers regarding their wages. If an 
employee is supposed to be getting a 
wage of $25 a week, and let us say, 
$1.00 is deducted for payments in his 
behalf, there is nevertheless a power- 
ful tendency for him to regard his 
weekly salary as being $24 and not 
$25. Some of our New Hampshire 
employers, otherwise favorable to the 
law, were opposed to the feature of 
employee contributions on this score. 
They feared misunderstandings be- 
cause their deduction, on compulsion 
by the government, of part of the 
wages for the employee’s future use 
would not be recognized as wage 
payments. 

The misapprehension needs to 
be counteracted by psychological 
and practical devices. Wherever 
employee contributions are part of 
the social insurance scheme, this may 
be done by something similar to the 
English plan of stamped books with 
adhesive or metered stamps, which- 
ever prove most practical. The 
worker will have a frequent and 
tangible reminder that the employer 
has paid him two kinds of wages, one 
in cash directly to him, the other in 
cash paid in his behalf for his insur- 
ance. 


COLLECTING THE EMPLOYER’S 
TAXES 


There is no more important im- 
mediate administrative problem in 
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state unemployment insurance than 
the avoidance of the excessive routine 
of record keeping which threatens 
because of our possible failure to 
anticipate the difficulties, to invent 
the short cuts, and to content our- 
selves with the indispensable data. 
The studies on the subject are wholly 
inadequate. I myself am in no posi- 
tion to contribute to them here or 
elsewhere, hence I am merely raising 
some questions which seem important. 
The rest of this article attempts 
merely to call attention to the urgent 
need for the intensive study of certain 
problems of procedure in tax collec- 
tion and benefit payment. 

The collection of the employers’ 
payroll tax would, as a tax matter, be 
one of the comparatively simple 
things if there were no relation be- 
tween the payments made and the 
claims which individual workers 
would subsequently make. For the 
employer would merely have to cer- 
tify what his payroll was, within the 
employee coverage specified, and then 
pay the required payroll percentage. 
This is, in fact, the only thing in 
which the Federal Government is 
interested. 

The situation which the State ad- 
ministration or the employer in any 
state actually faces is different. The 
nature of the information required 
concerning the individuals in his 
employ makes much of the difference. 
The fact that unemployment benefits 
will be payable in every week of the 
year and must be based on credits 
until the time applied for, requires 
knowledge by the State administra- 
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tion of the condition and eligibility 
of individual applicants. 

The State administrations must, 
therefore, under existing unemploy- 
ment compensation laws, have certain 
records which will be used as a basis 
of benefits. Some will not require 
such information until 1937 but 
others have begun now. These states 
must know, in the first place, the 
normal full-time weekly earnings of 
each employee, so that it can pay 
him, as benefit, when required, fifty 
per cent of these earnings. Since an 
entry of wages paid would not alone 
show whether they are for a half-week 
or a full week, it is necessary to have 
the number of hours for which the 
wages were paid, and compare this in 
general to what is held to be the cus- 
tomary hours for working and com- 
pensation in this particular industry. 

This would so far help determine 
the amount of the benefit payable, 
but not its duration, for the latter is 
based upon the ratio to the number 
of weeks a man had previously worked 
in an insured job for which pay- 
ments had been made in his behalf. 
In New York, for example, it is one 
week for every 15 days of employment 
in the past 52 weeks, in New Hamp- 
shire, one for every four weeks of em- 
ployment in the past two years. Thus 


a record must be kept of the amount of 
time worked, in terms of the number 
of insured weeks credited to an em- 
ployee, so that when he becomes un- 
employed the amount of benefits 
may be accurately determined in 
amount and duration. 
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There is also required a record of 
time lost through lack of work. In 
all States there is a waiting period 
before benefits are payable. In some 
States this lost time includes time 
lost while under-employed, rather 
than merely time when completely 
unemployed. For example, under the 
New Hampshire law, if a worker had 
been working only one day a week, 
he would the sooner become eligible 
for partial unemployment benefits, 
or, if entirely laid off, for full unem- 
ployment benefits. These are not 
all of the data which must be kept, 
but they indicate some of the main 
types of facts which administrators of 
State unemployment insurance will 
need and which complicate the pro- 
cedures. 

These difficulties may be further 
augmented by the possible inclusion 
in the projected forms of requests for 
data not absolutely necessary in the 
practical operation of unemployment 
insurance but designed to yield fuller . 
statistical information for general 
economic purposes. If such addi- 
tional data were merely an incidental 
feature of a smoothly functioning 
routine there would be less reason to 
question their inclusion. But when 
that routine, at best, will for years 
involve tremendous new difficulties 
taxing the organizational capacities 
of state administrations, it may be 
the better part of wisdom to bow to 
the realities of the situation and post- 
pone them. The elimination of cer- 
tain data which people of the statisti- 
cal and planning turn of mind finds 
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satisfying and valuable will not, in 
actual effect, be such a handicap as 
thought. The introduction of wide 
registration of unemployed and of 
benefit payments to unemployed and 
of other facts will produce new and 
vital information never before had in 
this country, and will suffice for the 
practical purposes of society in so far 
as it uses such data in actual re- 
medial measures. The rest of the 
data is caviar and, if necessity re- 
quires, as it probably does, should 
be postponed or obtained through 
inquiries based on sampling, as in 


England. 


WEEKLY AND MONTLY PAYROLL 
REPORTS 


The question of how much infor- 
mation can actually be handled prop- 
erly involves, in many states the 
mooted question of whether weekly 
and monthly payroll records should 
be required of employers. In the 
plans contemplated or actually pro- 
mulgated in several states, the em- 
ployer will have to make weekly or 
monthly returns. As a basis of these 
each employer covered by such laws 
will have to keep records concerning 
each employee, including his name 
and other identifying data, the wages 
earned during the payroll period, the 
number of days worked during the 
payroll period, the number of hours 
involved and similar facts. If it 
were merely a question of keeping 
these records the law would probably 
not be much of a hindrance to em- 
Ployers, since the advantages to the 
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employers themselves might as a 
whole balance the little extra work of 
knowing more about their operations. 
The burden to employers depends on 
how much detail and how often the 
insurance administrations will re- 
quire such data to be transmitted. 
Yet it is not from the employers’ 
standpoint, but from that of the 
insurance administration, that the 
really grave question is presented. If 
it is true what within the New York 
State coverage there may be some 
250,00 employers and over 3,000,000 
workers, as itsadministration believes, 
consider its problem of record-keeping 
alone. There is a possibility, multi- 
plying the monthly records by 12, 
that the clerical staff of the insurance 
administration would have to handle 
a mountain of payroll sheets each 
year, containing tens of millions of 
individual items which will have to 
be entered on individual employee 
record cards. Many of these items, 
will, of course, be incomplete through 
misunderstanding or design and thus 
involve correspondence, telephone 
calls and other follow-ups which will 
keep stacks of payroll sheets lying 
around for checking. When we con- 
sider that these records are only pre- 
liminary to the payment of benefits in 
correct amounts, and that various 
other kinds of records will be kept, 
we can see that the magnitude of the 
administrative routine is of a stag- 
gering prospect. The tremendous 
amount of paper work may become a 
pressure on the public employment: 
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offices interfering with the perform- 
ance of more important duties. 

Our administrators are a brave lot 
and do not appear to be alarmed at 
the prospect. Unemployment insur- 
ance requires records, and adminis- 
trators react to the size of the task 
with the cheering reply that though 
the job is big, they can “lick it.” 
Some even think that they can do it at 
a cost which is less than that required 
for administrative expense in Great 
Britain. Their optimism is, in part, 
justified because we are living in a 
machine age and clerical equipment 
has become so marvelous that it is 
capable of conquering pretty rough 
terrain. But the optimism is also 
somewhat affected by the rosy pic- 
tures which the clerical machine cor- 
porations have provided through us- 
ing precise calculations made more 
from the standpoint of industrial 
engineering than by full recognition 
of the problems of public service 
administration under present condi- 
tions. 

_ My sympathies are wholly with the 
administrators of the law, who are 
trying earnestly to overcome the 
trying problems which a new measure 
naturally presents. In raising these 
issues my purpose is merely to call 
attention to some practical problems 
through healthy and constructive 
criticisms leading to improvements, 
and thus ultimately to confound 
rather than to aid those who are using 
the normally expected difficulties of 
installation of unemployment insur- 
ance as a device to discredit the idea 





of the law itself. Many of the rules 
and procedures planned or adopted 
by insurance administrations are 
forced upon them by the nature of 
the laws passed, and considerable 
easing of the burden can and must 
be accomplished through detailed 
amendments seen as necessary when 
actual administrative procedures are 
analyzed. The question for im. 
mediate study is where we can cut the 
administrative routine so as to leave 
only the absolutely indispensable pro- 
cedure. The administrators of insur- 
ance should not be interfered with in 
their efforts to obtain an adequate, 
dependable system of control, for the 
law must be effectively enforced. 

If one seeks ways of cutting down 
processes which consume time and 
money, he cannot but help being im- 
pressed with the fact that under a 
plan of regular weekly or monthly 
postings, a great deal of work, from 
submission of data on payroll through 
queries, letters and investigations will 
revolve around the completion of the 
records for employees who are not 
applicable for benefits at all and who 
may not be for an indefinite time. In 
view of the fact that in Great Britain 
some 40% of the insured workers have 
never drawn any benefits because con- 
tinuously employed, is there any way 
to reduce the labor involved in taking 
care of this group? I believe that 
this question would lead to a most 
fruitful enquiry if patiently and im- 
partially pursued. 

To some extent the question was 
aired in the contention between the 
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New York State unemployment insur- 
ance administration and the New York 
State Employers Conference, a debate 
in which the state insurance adminis- 
tration’s case is, in my opinion, much 
more cogent than that of the em- 
ployer group. Possible compromise 
arrangements are possible whose pos- 
siblities were not fully explored. The 
employers, in insisting solely on sep- 
aration reports, seemed to object to 
full payroll returns at any time, rather 
than attempt to reduce their fre- 
quency. Compromise arrangements 
might include annual or semi-annual 
payroll reports, plus separation re- 
ports for individual workers when 
laid off. There is also the possibility 
considered by the New York admin- 
istration at one time, and by New 
Hamsphire, of exempting from 
monthly return forms that group of 
workers whose employ may be con- 
sidered permanent. Studies of these 
expedients would get us somewhere 
in the process of adopting an econ- 
omical system. Employers should be 
more codperative and administrators, 
in turn, must accept methods less 
satisfying from the standpoint of 
sociological interest in compilations 
but making for a smaller load in the 
administration of insurance collec- 
tions at these initial stages of the 
movement. 


CAN STAMP BOOKS BE USED 
IN AMERICAN SYSTEMS? 


One subject which needs to be 
studied in more detail is the possi- 
bility of using the British system of 


stamp books. It is notable, of course 
that in the British plan no monthly 
payroll reports are required, nor as 
far as I can learn, annual payroll 
reports at any time. The system in 
use relies chiefly upon the individual 
insurance book of the worker, in 
which are pasted stamps in the appro- 
priate places, to signify that the em- 
ployer has paid a premium toward the 
worker’s account for the weeks shown, 
as well as the fact that he has made a 
deduction for the employee’s contri- 
bution. This pass book remains with 
the employer as long as the worker is 
employed. If he is laid off, the 
worker brings the pass book to the 
public employment office and records 
himself as unemployed. The em- 
ployment office then has, through the 
pass book and its stamps, a con- 
tinuous record of the employee’s past 
record. 

The pass books are, however, col- 
lected at the end of the year and cer- 
tain individual entries are then made. 
How much work can be saved through 
this method as compared with 
monthly postings and similar matters 
are subjects suggesting analyses of 
timely interest and great importance. 
It is clear, of course, that certain 
features of the British law favor the 
use of stamp books which are not 
part of our laws. The British regu- 
lations do not, for example, base the 
duration of benefits on an exact ratio 
to contributions, such as found in 
American laws, and they have various 
provisions simplifying the routine 
tremendously. 
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The most favorable British feature 
is the fact that the contributions 
made on behalf of a worker by the 
employer, and those of the employer 
on his own behalf, as well as the 
benefits payable, are uniform within 
certain definite classes. The rates of 
contributions differ as between men 
and women, with separate rates for 
children, minors and adults in each 
sex—in all six classes. Exactly the 
same contribution is paid for a person 
of a given age and sex, whether his 
earnings are low or high within that 
coverage group. Benefits are like- 
wise standard, with fixed allowances 
for dependents. 

In this country, however, the con- 
tributions in all plans are on a per- 
centage basis. To pay I or 2 or 3% 
of all the possible earnings between, 
let us say, $5 and $50, would require 
stamps in amounts from one cent to 
$1.50 The actual use of pasted 
stamps is possible only by the use of 
assortments of stamps in combina- 
tions, but in that event, large spaces 
would have to be provided in order 
to permit affixing such stamps as 
would be necessary to make up a de- 
sired combination. This itself is no 
great obstacle. The larger and more 
progressive concerns might use a 
meter-impressed stamp, such as is 
now permitted by the Post Office for 
any concern which wishes to substi- 
tute meter-impression for the actual 
pasting of stamps. Possibly only the 
larger and more responsible concerns 
might, on bond, be permitted to use 


stamps. The smaller concerns might 
be asked for monthly pay roll reports, 

Can the data ultimately to be re. 
quired for the payment of benefits 
and waiting periods be obtained 
through stamp books? Yes and no, 
Given a constant ratio of let us say 
1%, then the face value of the stamp 
may on inspection be multiplied by 
100 to ascertain the employees wage. 
If the tax is 3%, the formula is a bit 
more complicated but can easily be 
recorded by a guide card showing 
what the full time wage correspond. 
ing to any tax is. The equipment 
can also record the number of hours 
worked and other facts. The com- 
panies making the mechanical equip- 
ment for impressing and metering 
stamps state that such features can 
be put on stamps, either as part of 
the impression or as part of the can- 
cellation. 

The advocates of stamp books will 
have to hurdle another obstacle, how- 
ever, in adapting such a method to 
the variations in payments which will 
be permitted if and when the “merit 
rating” features of state laws come 
into force. By merit rating is meant 
the rewarding of regular production 
and employment by the reduction of 
the employer’s own premium when 
his record shows that he has cost 
the state unemployment fund less 
than certain stipulated amounts of 
ratios. Thus, New Hampshire’s law 
provides that beginning in 1941, em- 
ployers shall be rated, in accordance 
with their record, as being required 
to pay, instead of the maximum tax 
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of 3%, four lower scales of 23%, 2%, 
14% or the minimum of 1%, in ac- 
cordance with certain ratios which 
need not be described here. 

A worker employed at $30 a week 
by five different employers in a year 
could conceivably have recorded as 
the weekly contributions of these em- 
ployers such five different amounts 
ss got (3%)> 75¢ (24%), 60% (2%), 
45¢ (12%), and 30¢ (1%). Under 
these circumstances the amounts 
shown in the stamp book could not 
immediately be translated by a simple 
formula to show the employee wage 
base on which it was figured. 

On the other hand, this would be 
no great difficulty in those states 
which have workers’ contributions, 
for a uniform 1% payment, shown 
separately, would tell the story com- 


pletely, independent of the varying . 


employers’ premiums. Moreover, 
merit rating is not yet with us,—and 
in spite of our state laws, may for 
constitutional reasons not be possible. 
The possibility, even if remote, that 
the stamp book might prove even a 
partial basis of reducing the routine 
of record keeping makes it worth ful- 
ler exploration. 


BRACKETING OF WAGES AND BENEFITS 
AS A SOURCE OF ECONOMY 


It was previously stated that early 
attention is needed to such matters of 
law as may yield amendments to ease 
the burdens of administration. One 
of the chief complexities of the insur- 
ance provisions is the attempt to col- 
lect a tax on the exact wage and to 
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pay benefits as exactly 50% of an 
exact wage, with all the refinements 
of detail this will introduce and the 
enormous addition in work it will 
bring to insurance administrations. 
In England and most continental 
systems the payments are more stand- 
ardized and thus practically eliminate 
figuring the amount of weekly benefit. 

One way of reducing the burden in 
this country might be to pay as bene- 
fits standard amounts based on wage 
classes. Thus, instead of paying an 
exact 50% of wages of $25.40 and 
of $25.42, one might put all em- 
ployees earning $25 to $26, and 
and possibly $25 to $27 in a single 
class and have them entitled to a uni- 
form benefit of, let us say, $13. 
This would have certain practical ad- 
vantages and has been a feature of 
German Unemployment insurance. 
This idea of bracketing has already 
been urged by several authorities on 
unemployment insurance in_ this 
country as being at least in principle 
desirable in the payment of benefits. 

But would such bracketing be per- 
mitted in figuring the tax when pay- 
ing contributions as well as in the 
payment of benefits? At the present 
time the Federal taxing system does 
not permit the levying of a tax in 
accordance with wages of employees 
classified in brackets. That is to say, 
if an employee’s wage is $26.80 and 
the tax in 1936 is 1%, the Federal 
government expects the employer to 
pay a premium of 26.8¢. If under 
a State plan the employee earning 
such a wage were classified as being 





272 


in the $25 to $27 class, paying a flat 
payment of 26¢, he would be paying 
less than called for under the Federal 
plan. 

If the Federal Government cannot 
permit, for the sake of economy, a 
tax based upon brackets established 
by it, then under purely State brack- 
eting employers might find the Fed- 
eral Government calling for an extra 
amount because of a discrepancy be- 
tween what had been paid to the 
State and the amount called for by 
the Federal law. More likely, how- 
ever, an employer would so arrange 
his wage scale, where possible, that 
he would have the discrepancy in his 
favor. He might not be able to do 
this where the worker was on piece 
rates. It would be the salaried 
worker, if any, who would lose by it. 
Where there was no provision against 
it, the temptation to the employer 
would be strong to “work” the 
brackets. 

Thus, if there were considerable 
difference in employee benefits, in 
accordance with whether he was earn- 
ing $24.99 or $25.01, there might 
be a strong pressure to have wages 
so arranged that they would work to 
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the disadvantage of the Fund. This 
would be a factor in the way indi- 
vidual and general wage increases 
and decreases would be made. This 
disadvantage would probably be less 
where employee and employer in- 
terest were opposed. One way of 
minimizing these tendencies to 
“work” the brackets would be to 
have them within pretty narrow 
classes. Obviously there would be 
less inducement to fiddle around with 
brackets in which all employees were 
grouped within a fifty cent range 
than there would be with brackets of 
from two to five dollars’ range. But 
if the brackets are made too small, 
the advantages of bracketing tend to 
be nullified. 

I have discussed briefly some of 
the major problems of detailed ad- 
ministration which must be met in 
connection with the new laws. Of 
course, much additional knowledge 
concerning their application is imper- 
ative, and it is essential that thorough 
studies will be made and published on . 
some of these detailed subjects, as 
an aid to the adaption of sound and 
economical systems. 











Workers of this Company Were Crit- 
ical at First, but after Management’s 





Plan for Pay to Fit Jobs and Greater 
Incentives Was Worked out with Their 
Collective Bargaining Organization, 
They Became Enthusiastic 


Selling Employees Oz 
Job-Wage Revision 


By Eric A. Nicou 
Philadelphia Gas Works Company 


EDITOR’S INTRODUCTION 
Mr. Nicol here discusses experience of the Philadelphia Gas Works Company in 


convincing employees of the desirability of a revision of job specifications and of 
salary and wage schedules, under a system of collective bargaining. He also discusses 
some phases of the plan his company has worked out. At the time when Mr. Nicol 
commences this narrative, a plan had been in operation a year, and an extensive 
revision was found necessary. He commences the story with the request of the 
employees’ council and Management’s reply. 


UR employees’ council had al- 
() ready asked for information 

on our salary and wage plan, 
and our reply was in the form of a 
request that they appoint a commit- 
tee to help revise our old schedule. 
They were very glad to codperate, of 
course, but their first reaction in set- 
ting-up the committee was one of 
Protection, and they appointed a 





representative from each of the 12 
sections to see that the rates of differ- 
ent jobs were kept in line. 

Knowing that rates would not be 
discussed for some time, and since we 
would be doing the kind of spade 
work that only a small committee 
could adequately function on, it made 
necessary a long session to sell the 
council on the principles of salary and 
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wage administration to help them see 
the kind of codperation involved. 
Agreement was finally reached and it 
was understood that their committee 
would help, not with setting indi- 
vidual rates, but with the following: 

1) A reconsideration of the plan 

itself. 

a) General form. 

b) Size and number of rate 
ranges. 

c) Revision of standard rates, 
necessitated by NRA 
changes. 

2) The rating of certain jobs not 
included in the previous study. 
3) The re-rating of jobs where 
duties have been changed by 

NRA, or where the previous 

rating has been proven by 

experience to have been faulty. 

The first move in developing the 
revision of the plan was made in a 
joint meeting of all the 28 members 
of the employees’ council and the 
management officials and department 
heads of the company. This meeting 
was of an educational nature, mainly 
for the department heads who were 
still quite skeptical and for the pur- 
pose of getting the two groups used to 
discussing together, salaries and wages. 
As a result of this meeting, the em- 
ployees finally agreed to appoint a 
committee of three—one an impartial 
chairman, one to represent the salary 
group and one to represent the hourly 
group. It was explained to them that 
each representative of the original 
committee of twelve could be called 
in as his particular section was dis- 





cussed. It was soon apparent when 
this committee met with the manage. 
ment representatives that there was 
not necessarily going to be a division 
between management and employees, 
We were one committee and both the 
management and the employees were 
just as likely to have divided opinions 
among themselves as it was to have 
the two groups taking sides. 

The first step in this revision was to 
write to each department head asking 
for their recommendations based on 
the twelve months’ experience with 
the plan. These replies indicated 
that several of the departments hada 
very intelligent idea of the value of 
salary and wage administration to 
them, and they made some very 
pertinent suggestions, many of which 
are now embodied in our policy. 

The committee then set to work 
taking the job specifications of all 
the lower grades, i.e., the grades up to 
and including the top rank of em- 
ployees whom the employees’ council 
include in their voting group. You 
will remember that I indicated that 
there was a large number of new 
positions that had to be created asa 
result of reorganization. This made 
necessary the building of new job 
specifications and reranking of posi- 
tions almost as much as if we were 
starting a new plan. The top rank- 
ing grades were considered the re- 
sponsibility of management alone and 
not a matter for discussion with the 
employees. 

Having gone through the prelim- 
nary procedure of setting up the job 
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specifications and grouping the dif- 
ferent level of jobs, it was easier for 
us to get into the heart of the dis- 
cussion. 


METER JOBS 


As an illustration of the kind of 
interesting negotiation that was car- 
ried on in the committee, I will de- 
scribe the revision of jobs in our meter 
division. In this section of our com- 
pany, employees are concerned with 
the repair of old meters and recondi- 
tioning them for service in customers’ 
homes. There are such jobs listed 
as: meter inspector, prover, putter-in, 
caser, tinner, et cetera. 

There was a representative sitting 
in the group who was not an official 
member of the committee and we 
quickly found that he was in disagree- 
ment with the grouping of positions 
and some titles as set up in the origi- 
nal plan. He claimed that the posi- 
tion of fitter-up out-ranked in skill, 
the position of foreman prover and 
that the latter title did not represent 
the value of the position. The other 
employees having had time to study 
the different positions, disagreed with 
him and we had a good time watching 
them try to persuade him that he was 
not looking at the total situation but 
just taking into account circum- 
stances existing in his shop. He stuck 
to his point, however, and while we 
were all convinced that he was wrong, 
it finally became necessary to appoint 
a special committee—one manage- 
ment representative and one em- 
ployee—to go to the meter shop to 
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observe the work of men in these two 
jobs and at the same time, the other 
jobs under study. It must be re- 
membered that this man represented 
100 men and the committee could not 
just overrule him without investigat- 
ing the facts he presented. Finally, 
it took the manager of the meter shop 
and the head of the department of 
which the meter division is a part, 
along with several fellow employees to 
persuade this fellow that he was 
wrong. The meter shop representa- 
tive gracefully bowed to the wishes of 
his associates, commenting that it 
was a grand fight. There were many 
other situations in which, in varying 
degrees, the same kind of discussion 
took place. 

It took about six months, meeting 
at least once each week, to complete 
the revision of the job specifications 
and the grouping of jobs. It then 
became necessary to discuss the rate 
ranges and in some cases, the lower 
ranges were wider in proportion to 
those above them where individual 
differences needed greater compensa- 
tion rather than less. 


COMPLICATIONS DEVELOP 


You may be interested in some of 
the complications that developed in 
doing work of this kind through col- 
lective bargaining. When our work 
was completed, one of the original 
employee committeemen was out of 
office and another one was transferred 
to a different department eliminating 
him from the council. This left only 
one employee to defend the commit- 
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tee’s action. At the same time a new 
election was held and a considerable 
number of the old councilmen were 
replaced. This group who knew little 
or nothing about the salary and wage 
plan, insisted on negotiations being 
started all over again. They ap- 
pointed a salary and wage committee 
of three and instructed them to study 
the plan and bring back a report. 

In the meantime, the management 
representatives of the old committee 
having completed the work, pro- 
ceeded to send the joint recommenda- 
tions to the department heads for 
criticism and then presented them to 
the wage committee for approval. 
With this done, the plan was pre- 
sented to the executive staff and with 
some minor changes, the plan was 
approved by the president. The 
next step was to have the plan 
officially ratified by the joint con- 
ference committee and then officially 
endorsed by the employees’ council. 

In the joint conference committee, 
we ran into a new situation. With 
the exception of one man, they were 
all newly elected and refused to 
recognize the sanction given the plan 
by the old council. They would 
agree only to referring the matter to 
the whole works council and receive 
their instructions. 


TAKING THE VOTE 


At the next meeting of the council, 
I had one of the most interesting after- 
noons I have ever spent in business. 
The employees called me in to explain 
to them the workings of the salary 
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and wage plan and why they should 
approve any rates for positions. The 
statement, “rates for positions,” for 
the first time let me see that the new 
employees who had not been through 
the experience of the others, were 
afraid to approve the revised plan for 
fear they would be committing them- 
selves to rates for jobs in their respec- 
tive sections. After two hours, being 
as patient as I knew how with a group 
of very interested but determined 
employees, there was sufficient of 
them who saw that the job was not 
to endorse rates, but a plan on which 
jobs can be rated and fair wages 
determined. 

Even after I left the room and the 
vote was taken, I understand there 
were some very violent objections to 
the endorsement of the plan and it is 
only as a result of the sessions held 
with the salary and wage committee 
since, that we have complete under- 
standing and support. 

I cite this to illustrate just how 
much extra time and effort are ex- 
pended through collective bargaining. 
You must be ready to discuss salary 
and wages with the employees at least 
once a year, and in some cases com- 
plete revision is necessary each year. 

We are very well satisfied with the 
results that have come from the proc- 
ess of discussing each job in detail 
with the employees in this manner. 
Our salary and wage plan is now a 
joint one. It has been approved by 
management and officially endorsed 
by the employee body. Where in 
many cases, the employees felt that 
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it was a device of management to 
give it excuses to cut salaries, it is now 
defended as a protection to the em- 
ployee whenever any major change is 
necessary. 

This, perhaps, leads us to the 
proper place to consider some of the 
administrative problems. Operating 
executives do not fall over themselves 
to put into effect the “crazy” ideas 
that come from the personnel depart- 
ment. If you establish a salary and 
wage plan and leave it to run itself, 
you will find that it does not run. If 
your firm does not set up a central 
control of the features that make the 
plan worthwhile to the company and 
attractive to the employees, it will 
defeat itself and likely do more harm 
than good. 


SOME DANGERS 


The following are some things that 
should be safeguarded against :— 

1) It could happen that employees 
and some supervisors, if not pre- 
viously sold on the plan, will get the 
impression that it is a device to be 
used as an excuse to reduce salaries. 
Some supervisors might even feel it 
is the effect it should have and act 
accordingly. This has a very damag- 
ing effect and it might be interesting 
to read the statement we have made 
for the guidance of our supervisors. 

“Within six months every employee 
shall be paid at least the minimum 
tate for the assigned job. 

“No rate over the newly adopted 
maximum rate shall be reduced within 
six months of the official adoption of 
the schedule. 
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“It is not the company’s intention 
to make wholesale adjustments of 
rates because of the newly adopted 
maximum rates. In general, reduc- 
tions will be made only where the 
employee’s efficiency has diminished 
or because of transfer to another job. 
Where such reductions are necessary 
the following factors will have a 
bearing: 

‘The interval of time since last 
rate change 

‘The rates of others doing the 
same or similar work. 

‘The relationship of existing 
salary to grade maximum 

“The usual three-months period 
of notice.’ ” 

2) The plan is often disregarded by 
operating supervisors, or they will call 
jobs by new titles in order to pay a 
certain higher salary. This makes it 
necessary for the personnel depart- 
ment to have clearance on transfers. 
The form recording personnel changes 
should be sent to and approved by the 
personnel department before a pay- 
roll change is made. 

3) New positions are sometimes 
created to pay a man more money. 
I have with me a copy of the circular 
leter sent out when our plan was 
first approved. Let me read the 
paragraph effecting new positions. 

“When a department head wishes 
to create a new position, he should 
submit a job specification for this 
position to the Personnel Department. 
After he and the Personnel Manager 
are in agreement, a circular letter will 
be issued, bearing the signature of 
the department head and the ap- 
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proval of the Personnel Manager. 
Where this position is in grades one, 
two, or three, the approval of the 
Vice-President and General Manager 
should be secured.” 

4) The spirit of the plan may be 
defeated by supervisory attitude to- 
ward it. 

The personnel department must be 
alert to interpret management policy. 
A good many of our proponents of 
good working conditions emphasize 
lighting, air, toilet facilities, etc., but 
too often the even more important 
factor of moral health is missed. This 
depends on job assignments, transfer 
and promotion policies and the oppor- 
tunity for men and women to develop 
to the capacity of their ability. 

The following paragraph in our 
circular was written in an attempt to 
help this situation:— 

“The Personnel Department will 
call the attention of the department 
head to any employee who has not 
had a wage increase for 18 months, or 
a position promotion for 5 years. 
Where this lack of promotion is due to 
stagnation or retrogression on the 
part of the employee, it will be the 
responsibility of the Personnel De- 
partment to codperate with the 
employee in remedying the con- 
dition.” 

5) The arbitrary old plan of in- 
creases once a year will defeat the 
plan. Employees are interested in 
relative justice and are much more 
interested in knowing just where they 
fit into the scheme of things and are 
not much impressed with an auto- 
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matic unsatisfactory raise as a new 
year present. This is the instruction 
we issued to be sure the control of 
this difficulty was set up according to 
classification standards: 

“All salary increases or decreases 
shall be recommended to the Person- 
nel Manager who, after investigation, 
will refer them to the Wage Commit- 
tee. The Personnel Manager will 
notify the department whether or not 
the recommendations are approved.” 

The Wage Committee includes two 
vice-presidents, the controller, assist- 
ant to the president and the person- 
nel manager, as chairman. 





CURBS POLITICS 


6) The plan is helpful in curbing 
wrong placements of friends of direc- 
tors and management officials. 

We used to be municipally owned 
and one of the effects of the salary and 
wage plan was to offset what was left 
of the old spirit. Management saw 
to it that the principle of good 
selection was maintained consistently. 

Finally, I would like to outline 
some of the benefits that result from 
the operation of a salary and wage 
plan. I should repeat here that mak- 
ing the details of the plan workable 
and smooth cannot be automatic. 
Like all personnel policies, it has to 
be worked by the operating forces. 
With a clear cut policy and the kind 
of standard practice set up under your 
direction, you will find many occa- 
sions when you just have to face 
issues or find your leadership under- 
mined, and the classification plan 
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just used in a perfunctory manner. 
This is an old story to you I know, 
but it does seem to me that this is one 
phase of our work where courage 
becomes a necessary factor. If you 
make it work, a plan much as we have 
been discussing can produce some of 
these results :— 

1) Better standards of selection are 
created. 

2) It determines a consistent and 
fair wage level for each type of job. 

3) Titles and positions are stand- 
ardized and defined. 

4) Individual differences in merit 
within each job are rewarded. 
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5) Intelligent decisions are facili- 
tated upon promotions and demotions. 

6) Employees are assured that 
wages are determined by the use of a 
fair and uniformly applied plan. 

7) Employees are shown what their 
future in the company can be, both 
as to what jobs lie ahead, and as to 
the limitations of the present job. 

8) Payments of wages becomes 
impersonal. Analysis is of the job 
not the person and jobs are rated in 
terms of other jobs and not in person- 
alities. 

g) The linking together of positions 
and functions gives a greater unity 
within the company. 

































When Clerical Employees Were Tested 
to Find Their Strong Points and Given 






a Chance for Promotion Many Attended 
Night School to Qualify. 


New Methods in Pro- 
motion and Hiring 


WO changes in personnel poli- 
cies and practices in the 
Westinghouse Company have 


necessitated analysis by test of cleri- 
cal workers. 


NEW PROMOTION POLICY 


First, a new and definite promotion 
policy has been announced by the 
management. In the past many em- 
ployees had felt that they were not 
given a chance to apply for the better 
jobs available, and a number of 
workers had found temporary em- 
ployment in occupations for which 
they were not trained or suited. 
This situation needed correction, and 
in order to do so it was necessary that 
we make some effort to find out what 
our workers could do beyond the 
requirements of the particular job 





By T. O. Armstrong 
Westinghouse Electric Company 
Springfield, Mass. 


they were doing, and also to ascertain 
what if anything our employees were 
doing on the outside to train then- 
selves for better jobs. 

Our first review and check-up 
showed that a number of our en- 
ployees were fitting themselves for 
other work; some taking correspon- 
dence courses, others evening school, 
civil service classes, comptometer 
school, and so on. However the 
percentage was very low and ind 
cated a lack of ambition and vision, 
probably caused by incompleteness of 
the former promotion policy. 

We decided to apply a modified 
form of a test developed by the 
National Institute of Industrial Psy- 
chology, London, England to all 
clerical workers, office and shop, and 
we gave this test to all in groups of 
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TABLE 1 


PROMOTION AND HIRING 


Representative Promotions and Transfers 























Previous Dept. and Occupation Transferred to Dept. and Occupation . — — 
Shop Checker Accounting Cost Clerk x 
Shop Checker Accounting Cost Clerk x 
Shop Inspector Accounting Cost Clerk z: 2 
Shop Production Order Service Clerk x x 
Shop Maintenance Stands. Engr. Clerk x x x 
Shop Store Clerk Order Div. Ledger Clerk x x 
Shop Assembler Production Clerk x 
Shop Production Engineering Tracer x = x x 
Shop Lathe Hand Tool Design Tracer x x x 
Shop Lathe Hand Time Study Rate Setter x x x x 
Office Clerk Office Billing Mche. x = x x 
Shop Assembler Receiving Clerk x sen 
Shop Assembler Receiving Typist 28 z= 
Shop Assembler Accounting Typist x x x xX 
Office Order Div. Engineering Typist x x 
Office Mail Girl Sm. Motor Clerk x x 
Office Acct. Clerk Mail File File Clerk x x x 
Office Typist Dept. Mgr. Secretary x x x 
Office Mail Girl Order Div. Typist x x x 

= Office Typist Engineering Typist x 

tain Office Mail Girl Accounting Clerk x x 

were Bl Shop Clerk Payroll Clerk es 

1em- Office Typist Dept. Mgr. Secretary x x x 
Office Mail Girl Purchasing Typist x x x 
Shop Assembler Employment Typist x x x xX X 

k-up Shop Clerk Payroll Clerk zs x x 

em- Shop Assembler Shop Clerk x xx « 

- for Office Clerk Payroll Clerk x x x 
Shop Assembler Shop Clerk sa 8 

pon- Office Clerk Payroll Clerk x x x x 

hool, Shop Inspector Payroll Clerk x x x x 

reter Office Clerk Dept. Mgr. Secretary x x x 

the Shop Clerk Dept. Mgr. Secretary x x x 
indi- * Employee reactions: 
sion, (1) Placed in work for which they had been ainda 
f (2) Felt assured of greater permanence 

SS 0 (3) Given salary increase 
(4) No salary increase 

lified (5) Decrease in salary but better opportunity for promotion 

the (6) Employee considered change a promotion 








(7) Placed in work for which better suited 
(8) Placed in work they liked better. 


- 
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1§ or twenty. Each group being 
told that this particular test was for 
their own benefit, and should be taken 
in the light of vocational guidance. 

At first we had some hesitancy 
on the part of the employees to come, 
each of them feeling that we were 
checking on them and their work. 
However, after a few groups had 
taken the test and generally spread 
the news around, we began to receive 
requests from the employees to take 
the test, and at present receive re- 
quests from an average of five per 
week. 

The effects of these tests and the 
changes made from the results ob- 
tained is noted in Table 1. 

In this table you note representa- 
tive cases of transfer and changes 
made with a resultant effect each 
change had on the employee and 
their evident effect to the Company. 

The effect these changes have on 
morale, and greater efficiency are 
evident and paramount, and the most 
important factor in this whole sum- 
mary is the fact that go% of this 
group of employees considered this 
transfer and change a promotion. 

Another added factor in this review 
is the fact that some 60% of our 
workers have enrolled in evening 
business schools in our town to better 
themselves and make themselves 
ready for the job next in line. 


BETTER CLERICAL STANDARDS 


The second change in the Company 
was the establishment of a new sys- 
tem that requires a more efficient 
degree of accuracy on the part of our 





clerical workers in offices and shop 
departments, in typing correct copy 
work, payroll figuring, and so on. 

We have discussed the employee 
within the organization, the use of 
such tests as an aid to employee 
analysis, promotion, and morale, 
These same tests were also used as an 
aid in hiring because we found a high 
correlation between test results and 
the work that individuals do on the 
job. 

Our job analysis showed that abili- 
ties essential to good office and cleri- 
cal workers were: 


1. MEMory AND ATTENTION 
Comprehension, attention to busi- 
ness 

2. ARITHMETIC 
Knowledge of figures, accuracy with 
figures in a reasonable length of 
time. 

3. Correct Copy Work 
Legibility of handwriting, and copy- 
ing correctly in a limited time the 
work to be copied. 

4. CHECKING Errors 
The ability to find an error, and 
know one when they see one. 

5. FILING 
Necessary in most all clerical oc- 
cupations 

6. Common SENSE AND REASONING 
Reasoning powers of the individual, 
the ability to know that 5 and 5 is 
10, and that 10 is correct when they 
see it. 


As the tests for promotions we were 
using required these abilities for 
success, all new applicants for clerical 
positions were required to pass them 


before being hired. 
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DEPARTMENT MANAGER CHECKS 


As a check each department man- 
ager was asked to give his own rating 
of the worker on the basis of each 
subject for which the worker was 
given the test, listing in the following 
manner the ratings according to his 
experience with the worker. 

P for a POOR worker 

A for an AVERAGE worker 

G for a GOOD worker 

E for an EXCELLENT worker 


He was also asked to advise on the 
same form the subject most important 
to the success of the worker on the 
job, for instance in a Production or 
Stores Clerk we should expect good 
qualities of Memory and Attention, a 
Knowledge of Arithmetic, and Com- 
mon Sense and Reasoning Ability. 
In a checker we should expect a high 
score in the Checking and Accuracy 
Test, and in a File Clerk proficiency 
in the Filing Test. 

This information was given by the 
Department Managers without any 
knowledge of the test results. 

We.found that the individuals who 
stood high in all subjects or the sub- 
jects most important to the success of 
the work, also stood high in the 
ratings given by the department 
managers, while those that were poor 
in the test results were generally poor 
workers, either unsuited to the work, 
or generally misfits. 

Briefly we found a correlation of 
‘80 between those who stood high in 
all sections of the test, and the depart- 
ment managers ratings. 


PROMOTION AND HIRING 
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TESTS HELP IN HIRING 


Consequently we find the test an 
aid to the employment procedure in 
the fact that they help: 

1. In the proper selection of appli- 
cants from the outside, who have not 
had any specific training. 

2. They help in adding to the inter- 
view rating a more scientific method 
selection, with a resultant lowered 
turnover, elimination of partiality 
and promises to hire the foreman’s 
daughter, or friend’s son, and the 
many other favors that enter into the 
personnel man’s contacts, and the 
elimination of the constant interview- 
ing of the same applicants over and 
over again. 

3. Each applicant is given a test to 
pass, and results are known to her or 
him, thus setting in their own mind 
the standard by which he or she will 
know their chances for a position with 
your company. 

4. There is a greater respect on the 
part of the applicant for the company 
and the interviewer, at the termina- 
tion of the interview, as a result of the 
clear cut statement and consideration 
for the individual interviewed. 

5. There is a better class of appli- 
cants applying for positions and a 
deeper respect on the part of our 
sources of supply, i.e. Employment 
Agencies, Business Schools, Trade 
Schools, and so on, because of our 
standard made through these tests. 


Editors Note: Those interested are 
invited to write to Mr. Armstrong for 
copies of the tests he used. 





Instead of Applying “Grease to the 
Wheel that Squeaks the Loudest,” Mr. 


Rowland Advocates Periodic Oper. 
ating Audits as Means of Obtaining 
Well Integrated Personnel Practices, 


A Basis of Planning 
Office Administration 


IFTEEN years ago I entered 
He organization, the business of 

which was entirely unfamiliar to 
me, to assist in office planning work. 
I was introduced to a department 
which had been steadily increasing in 
size but which continued to be the 
“bottle neck” for an important part 
of the routine. A cursory survey 
indicated that some very intelligent 
and effective work had been done in 
speeding up clerical production, rout- 
ing, personnel selection, and the super- 
vision was above the average, for all 
of which the management was quite 
proud. 

But their enthusiasm for the ortho- 
dox procedure of so-called scientific 
office management, obscured the more 
fundamental factors in their problem. 
No one had taken the objective view 





By Frank L. Row.anp 
Executive Secretary, 
Life Office Management Association 


to inquire: Why was the work being 
performed in this unit rather than 
elsewhere; was the data assembled 
needed in the form prepared; could 
certain forms be duplicated rather 
than individually typed. The an- 
swers to these and other questions 
indicated that this highly efficient 
department could be and was elimi- 
nated in its entirety, and one-half 
time of a single Ditto operator pro- 
duced in a more satisfactory manner 
the work of the unit consisting of six- 
teen clerks and a supervisor. 

The complexity of office work 
makes it difficult to carry on a well 
integrated program of constructive 
work. We are inclined to apply the 
“grease to the wheel that squeaks the 
loudest” and follow the path of least 
resistance. We pointiwith pride to 















ae, 





ing 
lan 
led 
uld 
her 
an- 
ons 
ent 
mi- 
valf 
ro- 
ner 
31X- 


ork 
vell 
‘ive 
the 
the 


ast 








our standards and bonus plan for 
typists when no doubt this work was 
always more efficiently handled than 
any other department of the business. 
We give intelligence tests and never 
correlate the results with perform- 
ance, and, in the main, our plans of 
compensation are based on the pur- 
chase of time rather than production. 


DEPARTMENTAL AUDIT 


The most effective procedure I 
know of to obtain a perspective of 
office administrative work as a basis 
of planning, training, and supervising, 
is through the medium of what I have 
chosen to term the Departmental 
Operating Audit. And here again we 
are but borrowing the long established 
technique of the financial audit. It 
seems incongruous that so much con- 
cern should be given to cash and the 
records of assets and liabilities when 
we so loosely control those factors 
which create or expend cash and make 
for assets and liabilities. 

A Departmental Operating Audit, 
as I use the term, is a systematic 
procedure of accumulating data, in 
accordance with a _ predetermined 
schedule, concerning all the essential 
factors having to do with the opera- 
tion of a particular office unit. It 
differs from the usual procedure fol- 
lowed in studying particular job 
operations in that it aims to gather all 
the essential facts having to do with a 
departmental operating procedure 
and to correlate them in a manner by 
which they may be examined, ap- 
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praised, and used in constructive 
planning work. 

Office routines, whether good or 
bad, are endowed with a remarkable 
ability to become assimilated into the 
operating structure. An obviously 
poor and uneconomical procedure 
may in a short time become so incon- 
spicuous that its shortcomings will be 
detected only when exposed to the 
light of a detailed and comprehensive 
survey. 

The operating features of all home 
office units have been divided for the 
purposes of such an examination, into 
five major classifications, as follow: 

I. Physical and Physiological Factors, Equip- 
ment, etc. 

II. Routine of Work 

III, Production Records 


IV. Files, Correspondence, etc. 
V. Personnel 


There are a number of subclassi- 
fications under each of these major 
groups. Under Group No. I—“Phys- 
ical and Physiological Factors, Equip- 
ment, etc.’”—the examiner will 
check up and make a record of: 

A. (1) The total floor space occupied by the de- 
partment and the floor space occupied by 
the sections within the department 

(2) The square feet of floor space occupied by 
each clerk 
(3) Areas covered by files and other mis- 


cellaneous furniture, excepting desks 
(4) Available areas for expansion 


There are many ways in which 
such data can be effectively used both 
from a planning and operating view- 
point. The space available might be 
more effectively utilized; the area 
allocated to each clerk might be below 
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the standard for operating efficiency. 
The department in question might 
have more space available for future 
expansion than is necessary or the 
reverse might be true. 

The next heading has to do with 
the physiological factors. A study is 
made of: 

B. (1) The adequacy of light, heat, and ventila- 
tion 
(2) The location of desks and files as related 
to light and heat 


(3) Presence of unnecessary noise 
(4) General cleanliness of the office 


SEGREGATE NOISY EQUIPMENT 


An analysis of these factors as 
applied to a particular unit will in- 
variably reveal possibilities for im- 
provement which have a bearing upon 
the efficiency of the unit. It might 
indicate that it is desirable to segre- 
gate the noisy office equipment and to 
assign more quiet space to those 
clerical workers whose duties involve 
considerable mental effort as con- 
trasted to the more mechanical opera- 
tions. The adequacy of light should 
be checked up in relation to the well- 
known standards for efficient clerical 
work. 

The next group to be investigated 
has to do with the equipment used. 
The investigation comprehends a 
study of: 

C. (1) Adequacy of equipment being used, the 
term “equipment” to comprehend office 
machinery, files, desks, etc. 

(2) The amount of idle time of mechanical 
equipment and the availability of unused 
equipment 

(3) A check-up on how equipment is left after 

closing hours. 
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Very frequently the examination of 
these points reveals the possibility 
of improving the type of equipment 
being used. When routines and 
forms are changed, more effective 
equipment can frequently be sup 
plied. 

The survey includes a check-up on 
the general appearance of the office 
during the day and after closing. It 
is generally recognized that orderli. 
ness in an office is quite necessary to 
promote good work and that the 
misplacing and careless stacking of 
books, files, records, etc., frequently 
consume an undue amount of time 
when they are required. 

The examination also included a 
check-up of the manner in which 
stationery and supplies are utilized. 
Our original study of this subject 
indicated that supplies should be 
requisitioned on a weekly basis. In 
order not to create a peak load in the 
supply department, a group of requisi- 
tions is handled each day. Also, the 
departmental stock-keeping work was 
assigned to an office boy or girl who 
maintains a stock record file and 
keeps a check on the consumption of 
supplies by clerks. 

Group No. II comprehends a study 
of the routine of work of the depart- 
ment under examination. The first 
step consists of a detailed analysis of 
the departmental functions. This 
comprehends: 


~e 


a 


A. (1) Source of work 
(2) Disposition 
(3) Forms used 
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(4) Graphic display of departmental func- 
tions 

(s) Periodic reports made and the use of re- 
ports received from other departments 


It is obvious that there are many 
possibilities of utilizing this basic 
data. A critical study of the source 
of departmental work and its dispo- 
sition invariably reveals opportunities 
for improvements. 

The adequacy of forms used by a 
department is always a fruitful field 
of study and invariably indicates op- 
portunities for improvements. A 
graphic display of departmental func- 
tions enables us to obtain a compre- 
hensive picture of the work of the 
department in relation to that of other 
units. A study of the periodic re- 
ports issued by the department and 
the uses made of reports received from 
other departments has resulted in 
numerous changes. It will be found 
frequently that while the usefulness of 
many reports had long since passed, 
they continue to be worked up in 
routine fashion. 


EMPLOYEE TIME LOSSES 


One very fruitful observation study 
which should be made in connection 
with the examination of a department 
is the keeping of a record of employees 
who have occasion to leave their desks 
and rooms, and a record of employees 
from other departments entering the 
department under examination. This 
record is maintained in the form of a 
“spot check”—the information being 
recorded probably a dozen times dur- 
ing the course of the examination. It 
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can be considered more or less of a 
general principle that, where em- 
ployees have occasion frequently to 
leave their desks in the course of 
their work, something is wrong with 
the routine. An employee leaving his 
desk not only consumes his own time 
with the attendant loss in getting 
settled on the job upon his return, but 
also absorbs the time of the clerk 
consulted. Such a check also re- 
veals the existence of the restless 
type in the office who perhaps is not 
fitted for confining clerical work. 

Under the study of ‘Routine of 
Work” we make what we term a 
“general job analysis” as contrasted 
to a detailed analysis. This is merely 
a record of the work performed by 
each clerk and compiled by the clerk. 
It is used in many ways, particularly 
in checking up sequence of operations. 

Group No. III has to do with a 
study of the departmental production, 
an analysis of the number of pieces of 
work handled by the department, 
using some general index which is 
fairly representative of the production 
of the department as a whole. We 
also check up: 


B. (1) The number of pieces of work handled 
daily by each individual clerk 


This information is correlated with 
our record of production indices which 
is fully described in the Proceedings 
of our 1927 Conference. 

Group No. IV of our examination 
covers a survey of files, filing and the 
correspondence, if any, conducted 
within the department under study. 
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An examination of the files is made to 
determine the accuracy of filing, a 
check-up on the method used and a 
periodic spot-check on the status of 
the work, whether the filing is being 
done currently or is unduly delayed. 

A study of the correspondence issued 
from the department under study is 
made from the viewpoint of the letter 
writing ability of the correspondent, 
the current and future value of the 
correspondence, and the type of 
material which gets into the perma- 
nent file. The study furthermore 
comprehends a check-up on the occa- 
sion for writing letters, the quality of 
the letters dictated, their length, etc. 

An examination is made of the use 
of telegraphic and long distance ser- 
vice. We frequently find carelessness 
in the selection of the medium for 
long distance communications. 


PERSONNEL CHECK-UP 


The fifth and last group has to do 
with the departmental personnel. 
The first step in this phase of the 
survey is the drawing up of a func- 
tional organization chart for the de- 
partment under study. The ex- 
aminer observes and comments upon 
the relation of the work performed to 
the type and ability of the clerks. 
Also, a check-up on the relation of the 
work performed to the salaries paid 
clerical workers, is made. This study 
of personnel also comprehends a 
check-up on the division of work, the 
adequacy of supervision and the 
methods used in training new em- 


ployees. 
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With the complete record before us 
of all the facts covered in the ex. 
amination concerning any one operat- 
ing unit, we find ourselves in a posi- 
tion to develop a most comprehensive 
program of office improvements. 

Such an examination should be 
made with the full codperation of the 
department head; he should have an 
opportunity to answer criticism and 
pass upon suggested changes indi- 
cated by the study. Where such 
examinations can be made at regular 
intervals, yearly in the small units 
and every two years in the larger de- 
partments, they serve as a most 
valuable medium for appraising the 
work of the supervisor. 


OFFICE MORALE 


But the fundamentals of office 
activities should not be neglected in 
our enthusiasm for the technique of 
clerical production. 

Quality and quantity of office pro- 
duction are vitally affected by the 
motivating power of the management. 
From this source emanates such 
policies as basic remuneration, pro- 
motion and dismissal, discipline, and 
those intangibles which make for 
office morale or esprit de corps. 
There is little that can be done by the 
office engineer to influence the philos- 
ophy of management and the owners 
of the business other than to point 
out the results and excess cost of 
violations of basic principles. Us 
ually the engineer is required to func- 
tion within the limitations imposed by 
the managing officers. 
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SUPERVISOR IS MANAGEMENT 


To the average clerical worker, the 
department head or supervisor is the 
management, and too much consid- 
eration cannot be given to his stra- 
tegic position. Of vital importance 
are the selection, training, and moti- 
vating members of this group. All 
too often selection is based upon such 
factors as length of service and techni- 
cal knowledge of the work, with but 
a minimum of consideration to the 
quality of leadership and planning 
skill. 

While the factory has long recog- 
nized the possibilities of training 
foreman, little has been attempted in 
this field with respect to the office 
supervisor. Yet this individual oc- 
cupies the key position in practically 
all office development activities. 

A training program for office super- 
visors should comprehend the follow- 
ing essentials: A general knowledge 
of the business, its management poli- 
cies and objectives; interdepartmen- 
tal office relations; and clerical train- 
ing and planning. 

The first of these objectives can be 
accomplished by periodic meetings 
with representatives ‘of the manage- 
ment. Company policies and prob- 
lems can be presented, and concrete 
cases can be considered and decided 
upon. These can be supplemented 
by periodic “Official Bulletins” of 
current management decisions on 
operating policies and procedures. 
Such groups are sometimes degnified 
with the name ‘‘Junior Council” or 
“Department Heads Committee.” 
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Interdepartmental activities can be 
effectively presented to department 
heads through the medium of stand- 
ard practice instructions with which 
all should be familiar. 

Clerical training and planning 
which, to be effective, must entail the 
fullest codperation of clerical super- 
visors, but should, in my opinion, be 
entrusted to a staff employee particu- 
larly skilled in this phase of office 


operations. 


PLANNERS TRAIN SUPERVISORS 


In my opinion, the major functions 
of the office planning staff are to train 
the clerical supervisors in production 
methods and assist in installations. 
This is the reverse of the usual con- 
ception of the relationship between the 
department head and the planning 
supervisor. 

The independent planning man 
working more or less on his own, is 
seriously handicapped unless he is 
able to enlist the fullest codperation 
of those directly responsible for the 
work. The slight progress made to 
date in office motion time analysis is 
due, in a large measure, to the neglect 
of the supervisor in introducing the 
innovation. Several years ago I in- 
troduced the subject to a group of 
department heads to be met with 
veiled sarcasm and ridicule; it was an 
evidence of the old defense mecha- 
nism at work again, “fearful of that 
which we don’t understand.” The 


next approach was to invite this 
group of twenty-five department 
heads to attend a series of motion 
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time analysis classes conducted by a 
qualified expert. The result was that 
I had difficulty in restraining them 
from starting immediately to time- 
study their clerical operations and set 
standards. Where the work was be- 
gun, we had 100% interest and co- 
operation from every supervisor, and 
many helpful suggestions were forth- 
coming. 

Where there is a definite manage- 
ment policy of encouraging construc- 
tive office work and a serious desire to 
lower cost of clerical production, the 
average department head can be 
trained to be a most effective factor 
in the program. Moreover, if there 
is a personal incentive for his effort, 
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he will exert himself to the utmost, 
While management is usually inter. 
ested in the principle of lower costs 
and more effective operations, it fre- 
quently balks at the price it is called 
upon to pay even though the price is 
nothing more than a change of habits, 
This inertia of habit I have found 
to be the most pressing obstacle to 
introducing improvements in office 
methods and procedures. All changes 
are more or less painful and not with- 
out some hazard, but when the 
patient has been long violating some 
of the recognized principles of right 
living (and work), a major operation, 
in spite of its temporary discomfort, 
is worth undergoing. 
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When Professor Hersey Studies Work- 





ers He Lives Right with Them for 
Months and Correlates Their Emotions 
with Production Records, Accidents, 
Medical Reports, Home Conditions, 
and Union Affliations. 


Psychology of 


Workers 


HE genesis of most of our 

physical ailments lies in the 

mental and emotional realm 
of faulty thinking, foolish conflicts 
and paralyzing fear, rather than in 
multiplying microbes and deadly 
germs. 

Most of us, and most workers, for 
we do not differ from them greatly, 
manage to keep on an even keel most 
of the time. That is to say, we are 
able either consciously or uncon- 
sciously to take situations as they 
come and deal with them realistically. 
Others are less fortunate and succumb 
under the real or imagined strains of 
living. 

MOSTLY HAPPY 


But all of us have ups and downs in 
our emotional states, for no cause 


By Rexford B. Hersey 


Wharton School of Finance and Commerce 
University of Pennsylvania 


that I have been able to discover, 
unless they be due to natural physi- 
ological rythms. What percentage of 
the time are we up or down? And how 
does it affect our work? 

For American workers the answers 
are: 


Per cent Production 
of time Index 
Positive and happy... 55.7 101.7 
PE csrceedv anes 27.8 100.3 
Negative and dis- 
NI ise sxcuns 16.5 93-2 
From this it would seem that 


American workers are happy a little 
more than half their time, but this 
does not stimulate their production 
much. They are unhappy and emo- 
tionally upset about one sixth of the 
time and this causes their production 
to fall off 6.8%. 

In general, I find that when an 
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individual is actively dissatisfied or is 
worried or in some other “low emo- 
tional state,” more than 25% of his 
waking time either his body or his 
mind begins to feel the effect and to 
deteriorate. Either an organic break- 
down occurs or a neurosis of some sort 
tends to develop. 

If they are unhappy and upset, 
what causes it? Taking emotional 
crises as the criterion my studies show 
that during the waking day the fol- 
lowing were the major influences on 
workers’ emotions: 


Incidents at work............... 35.5% 
Physical condition.............. 28.4 
Outside and home causes........ 24.7 
ee eee 7.0 
Strictly financial problems. ...... 2.0 
eer O.1 
PIE, hackedwscacksonse 2.3 
100.0% 
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Leaving out unusual group or individ- 
ual situations one can see clearly 
that the three major points of em. 
phasis are the work situation, physical 
condition and the outside, which 
usually center around home and recre- 
ational activities. Further, workers 
as a rule, whether in this country 
or Germany, are not politically in- 
clined unless the political situation 
begins to affect their bread and 
butter. 


INFLUENCES ON A WORKER 


What do I mean by these work and 
outside influences? I can best illus. 
trate by my analysis of the factors 
and relationships in the adjustment of 
a worker whom I studied over many 
months. 


Summary oF Factors AND RELATIONSHIPS IN THE ADJUSTMENT OF A WORKER 


Positive Influences Making for 


Happiness 
I, Work 


Varied work. 


Called for intelligent thinking. 
He was confident of his capacity, had 
excellent training and good intelli- 


gence. 
His job provided status. 


His relations with his boss helpful. 
Hours and physical conditions of work 


were satisfactory. 


II. Outside 


home life. 


Had work at regular job (machinist) 
congenial and stimulating. 


Relations with wife satisfactory. 
Pleasure in children and routine of 


Periodic Negative Influences 


Thoughts of insecurity of job. 

Relations with fellows sometimes 
strained (see “Qualities” for ex 
planation). 

Work as tinsmith was unsatisfactory 
after learning period over, had no 
feeling of being on his own. 

Tension of work and cramped position. 

No future to it. 

(He was at times required to do tin 
smith’s work instead of his regular 
job). 


Wife unable to limit expenses to it- 
come. 

Too expensive house under purchase. 

Wife’s family in better financial cond 
tion than he, makes for dissension. 

Lack of sleep and quarrels with wife 
over performance of household duties 
after coming of second child. 

Advent of unwanted child. 

Little varied or beneficial recreation 
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Positive Influences Making for 
Happiness 


III. Personality 
factors 
desire to play fair. 


PSYCHOLOGY OF WORKERS 


Abstract qualities of honesty, kin kind- 
liness, willingness to codperate, and 


Very generous and helpful to those he 


likes. 


Ability to recover quickly from worries. 
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Periodic Negative Influences 


An overbearing manner with fellows 
accentuated when worried or ina low 
period. 

A lack of intelligent reasoning based on 
reality. 

Behavior rather unpredictable. 

Hemorrhoids. 

Great desire to be the center of attrac- 
tion. 

Willing to do almost anything to hold 
job (?). 


Note: It is likely that this man’s negative qualities would have been less apparent had he not been 
facing at least one major crisis, sometimes two, during most of the study. 


BEST EMPLOYER POLICIES 


To determine the attitude of the 
workers toward the various problems 
in their plant environment, I offer you 
another simple method which I have 
been using experimentally for some 
years. In 1928 I had one of my most 


able graduate student interview 


workers in various plants to deter- 
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mine what they would mark as the 
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four most important management 
policies, the four least important, the 
four best carried out and the four 
most irritating. 

This study was repeated in 1932 
and again in 1934. The results of 
this study raise many interesting 
questions. 











Most Important |Best Carried Out} Least Important | Most Irritating 
Management Policy 

Union a. Union on, Union Pe mal Union a 
1. Employee stock subscription............ 5% | 2% | 15% | 12% | 100% | 93% | 49% | 44% 
2. Voice or share in management. ......... 13 6 3 9 78 69 26 65 
3. Fair adjustment of grievances........... 80 24 2 23 6 27 _ 29 
4 Chance of promotion.................. 28 47 18 18 13 7 19 51 
5. Steady employment................... 65 93 50 55 3 10 4 _ 
6. Medical and dental service............. — 6 3 32 72 17 15 15 
ES cians ceulosuntepeed ae 57 21 79 53 6 7 37 7 
TR a scos ntstakenckene wns 49 s1 9 6 _ 3 41 36 
9. Working conditions.................... 49 45 50 55 3 3 22 7 
6 koa vindsieeeicacanes 13 23 38 29 3 21 19 15 
11. Type of man in charge................. 18 38 15 6 28 34 go 44 
SPUN GE OO... cs ccsvescecceeses — 2 21 15 25 65 37 44 
13. Insurance systems and pensions......... 18 36 12 89 16 10 26 15 
14. Chance to show initiative............... 5 6 6 — 47 34 15 29 
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The most important finding from this 
table is the clearness of workers’ atti- 
tudes toward the most important 
management policies. 

Union workers are more concerned 
about fair adjustment of grievances 
than they are about steady employ- 
ment, most of them think this item 
and safety and working conditions 
are among the best carried out by 
management. (Note that safety ir- 
ritated many of them.) They are 
not much interested in stock sub- 
scription plans, do not want a voice or 
share in management, or chances to 
show intitiative, and do not appre- 
ciate medical or dental services. (In 
other words they react against so 
called paternalistic company policies.) 
The only factor that irritates them 
much is the type of man in charge, 
presumably the foreman. 

Non union workers are not much 
concerned about grievances, but are 
much concerned about steady em- 
ployment, most of them think insur- 
ance systems and pensions are the 
best carried out management policies 
and rate them high in importance. 
They do not however appreciate 
stock plans. They are more irritated 
by not being given a share in manage- 
ment, by low chances for promotion. 
They are not so much stirred up by 
the foreman but quite a few are ir- 
ritated because of grievances. 


PERSONAL FACTORS 


The influence of education and 
training is noticeable but personal and 
emotional factors also play a very 
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important part. This is chiefly to be 
deduced from the spread of the per- 
centages in the different columns 
Attitudes can be affected directly 
through education, emotions only 
indirectly. 

The figures given in this entire 
report are of course not to be looked 
upon as absolutely accurate. For the 
purposes used, however, I believe 
that they supply a firm enough basis 
to illustrate clearly the points which 
I have tried to make with them, 
Particularly the figures obtained by 
the use of the questionnaire or inter. 
view method must be analyzed care- 
fully if the true picture is to be drawn 
from them. If the findings of this 
method are, however, coupled with 
those obtained through the individual 
approach, it would seem possible for 
management to check up on the 
results of its policies and actions with 
accurate enough certainty and with 
relatively little cost. 


REACTIONS INDIVIDUAL 

My main interest in this paper 1s 
to point out the possibility and the 
importance of changing workers’ atti- 
tudes toward their whole work re- 
lationship and their life in general. 
The idea of the class struggle, for 
example, is not one which is inherent 
or necessary in our present situation. 
It is brought about more by the ill 
advised and selfish actions of manage- 
ment officials than by an inate desire 
on the part of the workers themselves. 
If foremen and department heads 
truly analyze their workers from 
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every angle, and take practical 
steps in assisting them to overcome 
the temporary crises which are facing 
them, other problems of organization 
and co-ordination will iron themselves 
out with ease. 

Your first reaction to this sugges- 
tion of individualization of treatment 
may be to object very strenuously on 
two counts. First, its cost, and, 
second, the lack of capacity on the 
part of the foreman to do that sort of 
work. I admit that undertaken with 
agreat splash and an ornate facade 
the trappings will be too expensive for 
isworth. That is the wrong way to 
go about it. 


CHESTER BARNARD AGREES 


In many firms, however, the intro- 
duction of such a policy merely means 
alogical further step in a direction in 
which they have been traveling for 
sme time. The selection of em- 
ployees, for example, is often accom- 
panied by fairly thorough individual 
analysis. Individual job training had 
an extensive development in many 
industries up until the depression and 
isagain being considered as necessary 
if our supply of skilled workers in 
many occupations is to be main- 
tamed. Accidents are also being 
analyzed from the individual stand- 
point more and more. Mr. Chester 
| Barnard, President of the New 
Jersey Bell Telephone Company, in 
lis address before the Fifth Summer 
Conference Course in Industrial Re- 
tions at Princeton University on 
ptember 20th, 1935, pointed out, 
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however, that: “In connection with 
general personnel policies and in the 
management of the less obvious as- 
pects of supervisory work, the ten- 
dency is very strong to neglect the 
individual employee and to deal ex- 
clusively with masses and aver- 
ages...I believe I have seen again 
and again, in various business and 
other organizations which I have been 
able to closely observe, that either 
the wrong thing is done or the right 
thing done very badly, because of the 
attempt to find a short cut which 
fails to take into account the individ- 
ual as the key to the effective opera- 
tion of all these plans and schemes of 
co-ordination.” 


A SENSE OF HUMOR 


The employer or the foreman who 
endeavors to individualize the treat- 
ment of his workers must possess in 
measurable degree the following seven 
qualities: 

1. First of all—a sense of humor, 

2. The intelligence to understand 

reality and the courage to face it, 

3. The ability to follow his reason 

instead of his emotions, 

4. A sense of fair play, 

The courage to stand up for his 

convictions and yet see the other 

fellow’s point of view. 

6. The capacity for adjusting him- 
self to changing conditions, and 

7. A realization of the fact that life 
is a long-run process and that 
the emotional disturbance caused 
by the crisis of the moment must 
be discounted. 


se 
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When the employer or supervisor 
possesses these qualities himself he 
can then endeavor through informal 
but intimate interviews to inculcate 
these in his subordinates. In these 
interviews he must remember further 
three important items which help an 
individual to achieve mental health 
and which may be said to represent 
the more general side of human re- 
lations. (1) Aman must have one or 
more goals toward which he is striv- 
ing. (2) He must feel that he is 
making progress or that his marking 
time is temporary. (3) He should 
also feel that he is doing something 
worthwhile for some one he admires. 

What the goals in a man’s life may 
be, differ with various individuals. 
One may want a better job; another 
may want a little house in the coun- 
try; still another desires an automo- 
bile. After a man’s material objec- 
tives have been reached, or even at 
the same time, spiritual or psycho- 
logical goals, such as a sense of ac- 
complishment, recognition, apprecia- 
tion may still help a man to enjoy 
working. The foreman, or employer 
who is big enough to recognize this 
innate need of man to strive for some- 
thing and to consult with him frankly 
about his desires has achieved a very 
wise technique for securing the co- 
operation of his workers. The em- 
ployer who feels that he cannot allow 
such questions to be brought up unless 
he is able to gratify them does not 
understand the need people have for 
some one to understand and sympa- 
thize with them. 
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SUMMARY 


In summary, the problem of the 
mental health of employes and super. 
visors is becoming more important as 
time goes on. The consistently low 
emotional states which are sympto- 
matic of unhealthy mental conditions 
cause lessened production, increased 
accident rates, lack of codperation 
and in many instances group conflicts, 
The main relationships which bring 
about these states are work, physical 
condition and relationships outside 
the plant. Sometimes these are sup- 
plemented by financial strain and 
politics, provided the political crisis 
affects one’s bread and butter. A 
proper philosophy of life resulting 
from the proper church, home, com- 
munity or plant education, especially 
when this is aided by the correct in- 
dividualization of treatment inside 
the plant, helps the worker and super- 
visor to discount the crises of the 
moment and to overcome them with- 
out loss of emotional balance. To 
secure the best results it is likely that 
a psychiatrist or clinical psychologist, 
aided by the plant physician, should 
direct the program, more as an out- 
side professional man, however, than 
as a member of the firm. On the 
other hand, this is not an essential 
part of the program. Far more e- 
sential is it that it be conducted 
quietly and without display, that the 
employer be sincere and understand- 
ing, and that his foreman be trained 
in the common-sense facts of human 
reactions. 
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NDUSTRIAL medicine is the 
| practical application of the 
science, theory, and practice of 
medicine to industry for the purpose 
of reducing costs incident to disability 
and physical deterioration. It is not 
aspecialty of medicine, but a specialty 
in the science of industrial manage- 
ment. An industrial physician must 
not only know medicine, but he must 
know the industry with which he is 
associated. He must acquire the 
outlook and characteristics of a com- 
pany executive, know company poli- 
cies, administration, and have a good 
idea of the manufacturing processes. 
Without this knowledge he cannot 
intelligently apply the practice of 
medicine to industry. 
The application of medicine to 
industry is fairly new, and in order 





The Prevalence of Medical Depart- 
ments, How They Aid Workers and Save 
Money, Their Relation to Operating 
Departments, and Exactly What They 
Do is Set Forth by a Leading Authority. 





How Industrial Medicine 
Aids zz Management 


By A. W. ScHoen.eser, M.D. 


Medical Director, Standard Oil Company of. New Jersey 


to evaluate its importance we must 
consider the extent to which it is 
accepted. Accurate figures are not 
available, but it is safe to estimate 
that only 25% of industrial employees 
have access to a company medical 
service. As a general rule, medical 
service has been adopted only by the 
larger companies. But approximately 
62% of all industrial workers are 
connected with establishments em- 
ploying five hundred or less, and 
not more than 1% of these smaller 
organizations provide medical service. 
Even among the small percentage of 
large companies which maintain medi- 
cal departments, in many the scope of 
activities is so limited or the work so 
inefficient that it is not worthy of 
being designated as industrial medical 
service. Only 708 companies pro- 
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vide medical departments which meet 
the minimum standards outlined by 
the American College of Surgeons. 


INDUSTRIAL MEDICINE AIDS WORKERS 


It is astonishing to find how little 
the average business executive or 
doctor knows about industrial medi- 
cine. He usually considers it a luxury 
which only the larger companies can 
afford, and has only a very hazy 
conception as to the functions and 
value of industrial medical service. 
It should also be noted that organized 
labor has not taken a stand in 
favor of industrial medical service. 
When discussing the value of such 
work we stress the profits to the 
employer because he is the man to 
whom the idea must be sold. In 
reality the profit possibilities are 
greater for the employees, and if 
labor leaders were really interested 
in the welfare of their members they 
would demand adequate plant medi- 
cal services. 

This maladjustment of industry 
and medicine is a serious problem. 
Unless the employers who now do not 
provide medical service awaken to 
the fact that they are lagging far 
behind social trends and unless labor 
demands the advantages of good 
industrial medical service, legislation 
may force upon them a plan which 
will be unsatisfactory to both groups. 

Individual health service is now the 
missing link in efforts to improve 
public health. This individual serv- 
ice can be provided through industrial 
medical departments and in no other 
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way, and such provision would do 
more to advance public health than 
any increased activities which could 
be added to government health 
measures. 

But there are those who favor 
state or social medicine and claim 
that it will provide this need. It 
cannot do so, as has been proven by 
years of actual experience in Europe 
where State medicine has had no 
favorable effect on public health. 
Sickness rates for industrial workers 
are much higher in Europe than in 
the United States. Under our present 
industrial and political organization 
this activity can be most efficiently 
carried on by doctors employed 
by companies which are directed 
by men who are interested in social 
welfare and appreciate its value, 
and having a profit motive, will see 
that it is effectively and economi- 
cally administered. 


PROFITS FROM MEDICAL SERVICE 


Some years ago we made a study 
of the tangible profits from medical 
service at our local refineries employ- 
ing about eight thousand men. We 
took the total cost of medical service 
and balanced this against the profes- 
sional value of the medical service 
which the company was obligated to 
render by law or for its protection 
under the compensation laws. The 
total cost of company medical service 
was $227,628.00. The value of treat- 
ments for industrial injuries given by 
the medical staff was $320,736.00, 
or a profit of 41% on this activity 
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alone. In estimating the value of 
professional services we accepted as a 
standard the average medical fees in 
thecommunity. The cost of physical 
examinations for employment, had 
they been made by outside doctors, 
would have been $44,280.00. If this 
figure is added to the value of treat- 
ments, there is a net profit of 60% 
resulting from only two medical 
activities, the treatment of industrial 
injuries and the physical examinations 
of applicants for employment. 

But the greatest profits are intan- 
gible. Consider the value of physical 
examinations of applicants in reduc- 
ing operating costs. At least 5% of 
all applicants were rejected because 
they were definite accident hazards. 
It has been estimated that compre- 
hensive physical examinations alone 
will reduce the incident of industrial 
injuries 50% or more. 

The total number of rejections for 
all causes varies from 7 to 10%. 
These rejections are an important 
factor in reducing labor turn-over and 
the cost of hiring. Lake of R. H. 
Macy & Co. found that resignations 
due to ill-health dropped from 8% to 
less than 2% as a result of careful 
selection and assignment of employ- 
ees. If we accept $100.00 as an 
average figure for the cost of hiring 
and training employees, this repre- 
sents a very definite saving. 

Physical examinations, plus other 
medical activities, pay their greatest 
Profits in reducing time lost from 
illness and in increasing the physical 
efficiency of employees. The rejec- 
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tion of those who are definite sickness 
hazards or who are dangerous to 
other employees is an important 
factor in reducing sickness rates. 
According to Lake and the experience 
of the Army draft boards during the 
war, out of each one thousand unse- 
lected applicants for employment they 
would find on the average sixty- 
six suffering from serious organic 
diseases, such as tuberculosis, heart 
disease, nephritis, diabetes, cancer, 
mental and nervous diseases, general 
debility, or venereal diseases in dan- 
gerous stages. In addition there 
would be sixty-one who would have 
defects which should be corrected 
before they are able to engage in 
gainful work. No industry is justi- 
fied or morally obligated to take on 
such risks. It carries a sufficient 
load if it keeps on the job as many as 
possible of its employees who develop 
such conditions. 

Health measures, including the 
supervision over lost time sickness 
cases, pay big profits. The United 
States Commission on Industrial Re- 
lations estimated that each employee 
loses an average of nine days per year 
on account of illness. Florence, after 
an. extensive study, concludes that 
male employees lose an average of 
6.75 days and female employees an 
average of 8 days a year on account of 
illness. For the year 1934 employees 
of the Standard Oil Company work- 
ing in the United States lost an 
average of 3.9 days because of sick- 
ness and non-industrial injuries. A 
saving of four or five days per year 
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per employee is a very tangible 
profit, especially if the company has a 
liberal sickness benefit plan. Lake 
reports a decrease of 43% in sickness 
benefits as a result of medical service. 
Moore of the Chesapeake and Poto- 
mac Telephone Company reports 
the value of medical supervision of 
those absent on account of sickness. 
Prior to such supervision there was a 
loss of 1,020 days per month per 1,000 
employees because of illness. After 
a system of supervision had been 
effective for some years the rate 
dropped to 331 days per 1,000, or a 
saving of 700 days per month per 
1,000 employees. 

At this point we might digress to 
answer a question frequently asked. 
What would become of the large group 
of unemployables due to physical 
defects if all industry required com- 
prehensive employment examina- 
tions? The solution of the problem 
is, I am afraid, a State responsibility. 
Many could be salvaged by proper 
treatment and be able to resume their 
place in industry. Others could be 
provided with work of a nature which 
could be done without detriment to 
their condition. Those not employ- 
able in any capacity must be cared 
for by the community. 


STATUS OF MEDICAL DEPARTMENT 


We will consider briefly some of the 
general principles to be observed in 
the organization of an_ industrial 
medical service. 

Industry is not operating for the 


purpose of supporting a_ medical 
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department. On the contrary, a 
medical department should help sup. 
port the industry. It must be one of 
the cogs in the industrial machine 
which does its full share in paying 
dividends on the capital invested, 
If it cannot meet these requirements 
it will not be successful. 

The status of a Medical Depart. 
ment in a company is important. If 
it is to perform its functions efficiently 
it must be recognized as an essential 
part of the company and given a 
position which demands respect; it 
should have a rank equal to other ad- 
ministrative departments. The doc- 
tor in charge should be considered 
a head of a department and a techni- 
cal member on the staff of the chief 
executive. He must have direct ac- 
cess to the management, preferably a 
member who has charge of produc- 
tion, since medical activities are more 
closely associated therewith. Per- 
sonnel and safety activities are closely 
related to medical and must all be 
coérdinated, but the Medical De- 
partment should not be placed under 
the supervision of a Personnel Man- 
ager, though there is no objection to 
his serving as a codrdinator of related 
activities. The maximum efficiency 
is not possible unless the Chief 
Surgeon reports direct to the manage- 
ment. Industrial medicine is similar 
to military medicine. The Surgeon 
of an Army Division, for instance, 
has the rank and authority equal to 
other chiefs of the division and is on 
the staff of the Commanding Officer. 
Until industry gives its medical de- 

















up- 
> of 
ine 
ing 


nts 


art- 

If 
tly 
tial 
1a 
: it 


loc- 
red 
hni- 


hief 


ly a 
luc- 
10re 
Per- 
sely 
| be 
De- 
ander 
fan- 
n to 
ated 
ancy 
“hief 
age- 
nilar 
yeon 
nce, 
al to 
is on 
ficer. 


| de- 








partments similar recognition it will 
lose much of the value of medical 
service. 


DEPARTMENT TO CARE FOR I000 


We have devoted considerable time 
to general discussion before arriving 
at a consideration of some of the 
essential features of an industrial 
medical service. We have said 
enough to show that it is impossible 
to write a shotgun prescription for 
industry as a whole. Each industry 
and each company in an industry has 
its special problems and characteris- 
tics but there are certain essential 
features which should be included in 
every industrial medical service. For 
the average industry of about one 
thousand or more employees, the 
following activities are considered 
necessary : 

1. Physical examination of applicants 
for employment. Physical standards 
for rejection and for the various job 
assignments should be adopted. :The 
percentage of rejections will vary with 
the needs of the industry and the 
general health of the locality. In our 
experience, rejections average about 
10% and about 40% have defects 
which require correction before appli- 
cants can be accepted for general 
work or who may require assignment 
to special jobs. 

_ 2. Treatment of injuries. Minor 
injuries should be treated at the plant. 
More serious injuries should be placed 
in local hospitals under the best 
surgeons available, if the company 
has any choice in the matter. The 
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company doctors should keep in 
touch with such cases. This activity 
should be carried out, by a physician 
or supervised by him. 

3. Treatment of minor illness and 
medical advice. This activity is a 
most valuable measure in preventive 
medicine. Encouraging employees to 
call on the plant physician whenever 
they feel below par facilitates the 
early diagnosis of infectious diseases, 
uncovers many early symptoms of 
general disease, faulty hygiene or 
detrimental working conditions. The 
actual treatment of minor illness is 
incidental but it is of value in keeping 
many on the job who would otherwise 
lose time. 

4. Periodic health examinations and 
surveys. A routine physical examina- 
tion and a recording of physical 
findings as practiced by some indus- 
tries is a waste of time. Physical 
findings alone will uncover only a 
small percentage of the conditions 
which may have a deleterious effect 
on employees’ health and efficiency. 
The employee’s medical history, 
symptoms, habits, personal hygiene, 
mental and physical adjustments 
must be investigated. Having made 
a detailed study of the employee, the 
next step is the application of such 
corrective measures as may be indi- 
cated. The ability of a doctor to 
make the best practical use of his 
findings for the purpose of improving 
health is the real measure of his 
efficiency as an industrial physician. 

5. Special examinations of those 
exposed to industrial disease hazards. 
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The medical, safety and technical 
departments should codperate in out- 
lining safe working conditions for 
those exposed to industrial disease 
hazards. The medical department 
should make frequent examinations 
for the purpose of detecting early 
signs or symptoms of conditions 
which might result from exposure to 
dangerous chemicals, gases, or dusts. 
Prompt action as indicated by the 
findings will prevent the development 
of serious occupational diseases. 

6. Sanitation and health education. 
The medical department should be 
responsible tor advising the manage- 
ment on all matters pertaining to 
plant, office, or camp sanitation. 
The importance of this activity will 
vary with the industry. If operating 
in isolated localities in the tropics or 
Southern United States where certain 
diseases are endemic it may be the 
major medical activity. Health edu- 
cation by means of articles in plant 
publications, by pamphlets, posters, 
etc., is also a very valuable procedure. 

7. Keeping medical records. This 
is an important function which will 
protect the company from unjust 
claims, be of value to the employee 
as an accurate medical history, and 
provide data for statistical studies 
which will indicate conditions requir- 
ing special attention. 

&. Coéperation. There are many 
activities which require the codpera- 
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tion of the personnel, safety and 
medical departments. Problems re. 
lating to fatigue, mental up-set, etc, 
are of primary interest to the person. 
nel department. However, if a medi. 
cal department functions efficiently, 
especially in its health activities, it 
can do much to minimize such 
conditions. 


SUMMARY 


We can summarize our comments 
as follows: Industrial medicine is 
still in its infancy; it has made rapid 
strides during its short life and the 
future holds possibilities for great 
advances. In order to derive the 
best results from medicine both indus- 
try and the medical profession must 
make some adjustments. The prob- 
lems for industry and those interested 
in industrial relations are: first, an 
extension of plant medical service to 
include companies which now fail to 
make such provisions for their en- 
ployees; second, raising the standard 
of medical service in those industries 
which do not meet the minimum 
requirements; third, raising the status 
of a medical department within a 
company organization. The prob 
lems for the medical profession are: 
first, to provide adequate facilities 
for the training of physicians who 
wish to enter industrial medicine; 
second, intensive research and inves 
tigation in those branches of medicine 
which may be of value to industry. 
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LTHOUGH the terms “ven- 

| A tilation” and “air condi- 
tioning” are sometimes used 
interchangeably, and there are those 
who favor the adaption of one or the 
other of the terms, it is desirable, 
both in fairness to the public and to 
the industry which offers a system 
known as air conditioning, to dis- 
tinguish between them. The term 
ventilation is correctly applied to any 
system which supplies or removes air 
by natural or mechanical means to or 
from any space. Air conditioning 
implies the simultaneous control of 
temperature, humidity, and air mo- 
tion, and whenever necessary, the 
control of radiant heat and of air 
purity with regard to ducts, fumes, 


smoke, vapors, gases, bacteria, and 
odors, 





“There is Evidence that Continued Ex- 
posure to Even Moderately Increased 
Temperatures Causes Chronic Affec- 
tions and Interferes with Human Eff- 
ciency,” Explains Dr. McConnell. 


Effects of Air 





By W. J. McConne.t, M.D. 
Assistant Medical Director 
Metropolitan Life Insurance Company 


It is only within the last 30 years 
that the various manifestations of 
poor ventilation became identified 
with the physical factors of the air. 
Prior to this time it was generally 
believed that the primary cause of 
poor ventilation in enclosed occupied 
spaces was due to the presence of 
carbon dioxide exhaled by the occu- 
pants. The most important factor 
in ventilation was the quantity of 
outdoor air required to maintain an 
atmosphere indoors containing not 
more than Io parts of carbon dioxide 
per 10,000 parts by volume. 

Today in air conditioning, emphasis 
is placed on the physical qualities of 
the air rather than on its chemical 
composition. The three factors which 
probably affect human comfort to the 
greatest degree are temperature, 
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moisture content, and air movement. 
When present, the effects of radiant 
heat, also, must be given consid- 
eration. 


HEAT LOST FROM BODY 


Body efficiency depends almost 
entirely on the relation between the 
rate of heat production and heat 
dissipation. The human body has 
the ability to compensate for atmos- 
pheric conditions by virtue of its heat- 
regulating mechanism. The thermo- 
static control of the body is dependent 
upon a physiological adjustment be- 
tween the heat loss from the body and 
changes in external temperature 
conditions. 

Heat is lost from the body in three 
ways, by evaporation from the skin, 
by radiation and by convection. 
With a rise in the temperature of the 
environment, the loss by radiation 
and convection decreases, and when 
the temperature of the environment 
attains that of the body, this loss 
ceases. Evaporation of water from 
the body surface alone remains. 
When environmental temperature ex- 
ceeds body temperature, heat passes 
from the air to the body. 

The failure of the thermostatic 
control of the body leads to a rise in 
body temperature. Disturbances 
occur in the circulatory system. The 
peripheral circulation responds to the 
warm temperature stimulation in the 
skin by increasing the blood flow 
through thecapillaries. —Toaccommo- 
date this increase in circulation, the 
capillaries dilate and induce the flow 
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of a greater volume of blood through 
the cutaneous circulation. With this 
change there follows an increase in 
the heart rate. Flushing of the skin 
is observed and sweating is profuse, 
Restlessness and _ irritability ar 
noticeable. Headache and nausea 
are common complaints. In the mor 
extreme conditions dizziness, confu. 
sion, and numbness or soreness of the 
skin are experienced. 

Although exposure to moderately 
increased temperature conditions may 
not cause noticeable physiological 
reactions, there is evidence that 
continued exposure causes chronic 
affections and interferes with human 
efficiency. 

Workers exposed to heat hazards 
develop a diminished resistance to 
fatigue and disease and become phys 
ically _ inefficient. Degenerative 
changes, such as arthritic and muscv- 
lar rheumatism, chronic skin dis 
orders, and arteriosclerosis may result 
from long continued exposure to heat. 

The reaction of the body to pro 
longed cold atmospheric conditions 
is not so well defined. This # 
probably due to the fact that fewer 
industries require prolonged exposure 
to cold and opportunity to study th 
effects of cold is limited. It is alsos 
fact that protective measures agaifs 
cold are well developed. 


VENTILATION REDUCES ILLNESS 


A comparison of records for a yet! 
of good and a year of bad ventilatioy, 
made by the Eastman Kodak Com 
pany, indicated that in one plat} 
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EFFECTS OF AIR CONDITIONING 


there was a 4 per cent increase in 
output and a 50 per cent decrease in 
illness under good ventilation. 

In the experimental work in high 
temperatures conducted jointly by 
the Heating and Ventilating Engi- 
neers at Pittsburgh subjects of the 
experiments were capable of per- 
forming four times more work in a 
temperature of 100° with a relative 
humidity of 30 per cent than in a 
saturated humidity condition of 100°. 
For the ordinary humidity of 60 per 
cent the subjects performed about 
five times more work in a temper- 
ature of go° than in one of 120°. 

Vernon and his colleagues have 
shown a relationship between high en- 
vironmental temperatures and acci- 
dents. In a study of accident rates 
among coal miners in 10 collieries the 
accident rate rose from 78 per 100,000 
man shifts at temperatures under 
70°F. to 137 per 100,000 man shifts 
at temperatures of 80°F. and over. 

Recent studies on the psychology 
of controlled air conditions show that 
students subjected to properly air 
controlled conditions were found to 
answer fewer examination questions, 
but more answers were correct than 
those exposed to uncontrolled con- 
ditions. The explanation given is 
that those in the air conditioned 


# Toom are complacently thinking things 


out with a cool head, while those in 
the dry room seem to be under a 
much greater nervous strain and 
hurried from one question to the next 
without working each out thoroughly. 
These same students when placed in 
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the humidified room definitely became 
more level headed and answered more 
correctly a fewer number of questions. 
It was discovered that over a long 
period of time students in the air 
conditioned room were very definitely 
more efficient than those in the old 
type rooms and their results, it is 
concluded, will be markedly better. 
Obviously, the optimum tempera- 
ture of the environment most con- 
ducive to human comfort and at 
which the body works most efficiently 
depends not only upon the type of 
work performed but upon other fac- 
tors, such as state of health, age, sex, 
clothing, diet, and the ability of the 
individual to adapt himself to exist- 
ing climatic conditions. A moderate 
amount of fluctuation in temperature 
is beneficial to comfort and the 
accomplishment of physical and men- 
tal work. Whenever it is practicable 
to do so, environmental air of enclosed 
spaces intended for human occupancy 
should be maintained within definite 
temperature limits which meet the 
demand of the larger number of 
individuals, and the others, by adjust- 
ment of clothing, can accomodate 
themselves to the selected conditions. 


COMFORT ZONES 


The fitness of environmental air 
may be determined either physiologi- 
cally by the sensation of comfort, or by 
means of some arbitrary yardstick 
which indicates approximately the 
probable combined effects of tem- 
perature, humidity, radiation and 
air movement on those exposed and, 
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where indicated, air purity with 
regard to contamination with foreign 
substances. The ordinary thermom- 
eter fails to give an indication of 
these effects, as it only measures the 
dry bulb temperature of the 
atmosphere. 

The combined effects of the tem- 
perature, humidity, and air move- 
ment have been determined experi- 
mentally and the index of equivalent 
conditions of atmospheric combina- 
tions has been termed the “effective 
temperature.” This is a_ relative 
index of the intensity of atmospheric 
conditions felt by the human body in 
response to temperature, humidity, 
and movement of the air, and is 
fairly well correlated with the physi- 
ological reactions to air environment. 
Effective temperature has been gen- 
erally computed from charts. But a 
new instrument, as yet unnamed, has 
been devised by Doctors Baily and 
Parsons of the Post Graduate Hospi- 
tal which indicates directly the com- 
bined effects of these physical proper- 
ties of the air. 

In the last analysis, however, the 
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should be the comfort of the individ 
ual. The American Society of 
Heating and Ventilating Engineer 
have in fact worked out comfort zones 
showing the best air conditions for 
sedentary workers. 

Aside from the physical factors of 
the air most conductive to comfort 


criterion for adequate air condition 





and the inclination for work, industry | 


is confronted with the necessity of 
controlling and removing dusts, 
fumes, vapors, and toxic gases which 
may be liberated in connection with 
plant processes. The use of localized 
hoods and exhausts should be em. 
ployed for withdrawing these at their 
source of origin, thus preventing 
their access to the general atmosphere 
of work places. Where elimination 
of these substances at their source of 
origin is impracticable, exposed work- 
ers should be protected by insisting 
that they wear a ‘suitable typ 
respirator which is effective in filter- 
ing the air before it is breathed, or by 
furnishing an uncontaminated al 
supply by means of a positive pret 
sure air mask. 





